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INTRODUCTION 


The  Budget  Analysis,  November  1993  Special  Session  is 
intended  to  provide  a  concise  explanation  of  the  fiscal 
issues,  pending  or  emerging  problems,  and  proposed 
Executive  Budget  solutions  facing  Montana  lawmakers 
in  the  upcoming  special  legislative  session.  It  is  an 
attempt  to  simplify  the  complexities  of  state  finances  in 
order  to  assist  legislators  and  the  public  in 
understanding  the  issues  at  hand  and  making  the 
necessary  adjustments  to  the  budget.  This  publication 
has  three  components: 

•  Summary 

•  Budget  Reference 

•  Budget  Analysis 


Summary  and  Budget  Reference 

The  Summary  section  has  two  primary  purposes.  First, 
it  provides  an  overview  of  the  current  budget  situation. 
Second,  it  provides  an  overview  of  the  Executive  Budget 
proposal  and  highlights  issues  regarding  the  proposal. 

The  Budget  Reference  section  provides  reference 
information  on  significant  current  budget  issues, 
including  an  economic  overview,  the  pay  plan,  agency 
budget  comparisons,  and  school  equalization  program. 

The  reader  should  look  at  both  sections  as  a  primer  to 
the  issues  that  will  be  addressed  by  the  legislature  in 
the  special  session.  It  is  intended  to  provide  the 
information  needed  as  a  starting  point  for  the  budget 
deliberation  process. 


Budget  Analysis 


Sections  A  through  E  provide  information  and  analysis 
of  specific  budget  proposals  affecting  state  agencies. 
Each  section  includes  a  number  of  state  agencies 
organized  by  functional  grouping.  This  structure  is 
common  to  all  steps  in  the  budget  process,  from 
preparation  of  the  Executive  Budget  to  the 
appropriations  subcommittee  organization  to  the 
general  appropriations  act  that  is  passed  by  the 
legislature  and  signed  by  the  Governor. 


For  each  state  agency  within  each  section,  the 
information  provided  includes  an  agency  summary 
table,  an  agency  description,  and  the  Executive  Budget 
proposal  table  and  narratives.  In  some  cases,  a  fourth 
item  is  added  which  describes  other  options  or  issues. 

The  Agency  Summary  table  presents  the  budget  at  the 
agency  level  with  columns  summarizing  the  House  Bill 
2  and  pay  plan  appropriations  for  fiscal  1994,  fiscal 
1995,  and  the  1995  biennium  by  expenditure  and 
funding  category.  The  Agency  Summary  table 
represents  the  starting  point  for  budget  adjustments 
proposed  for  legislative  consideration.  For  further 
detail  on  the  House  Bill  2  appropriations  for  each 
agency,  refer  to  the  LFA  Appropriation  Report,  1995 
Biennium. 

The  Executive  Budget  proposal  table  shows  the  House 
Bill  2  spending  authority  before  proposed  changes  and 
calculates  the  spending  authority  at  the  agency  level  if 
the  proposed  executive  adjustments  to  House  Bill  2  are 
adopted.  It  further  shows  the  impact  of  other 
appropriation  bills,  and  the  impact  of  revenue  proposals 
such  as  fee  increases  or  fund  balance  transfers. 
Following  this  table  is  a  narrative  discussion  of  each 
proposal. 

Section  5-12-302,  MCA,  directs  the  Legislative  Fiscal 
Analyst  to  "provide  for  fiscal  analysis  of  state 
government.  .  .including  but  not  limited  to 
investigation  and  study  of  the  possibilities  of  effecting 
economy  and  efficiency  in  state  government."  The 
"Other  Issues"  section  of  some  agency  presentations:  1) 
raises  issues  impacting  fiscal  matters  that  are 
considered  to  be  of  interest  to  lawmakers;  and  2) 
provides  options  for  budget  adjustments  in  addition  to 
those  provided  in  the  Executive  Budget.  They  are  not 
intended  as  recommendations,  but  as  options  for 
consideration. 

Section  F  provides  an  overview  of  Executive  Budget 
proposals  affecting  the  Long  Range  Building  Plan 
(House  Bill  5).  The  format  is  similar  to  the  format  used 
in  sections  A  through  E. 
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BUDGET  IMBALANCE 


General  Fund/SEA  Deficit 

The  legislative  projections  for  the  combined  general 
fund/SEA  account  deficit  is  $25.6  million,  as  shown  in 
Table  1.  The  circumstances  leading  to  this  imbalance 
are  discussed  below. 

Reasons  for  the  Budget  Imbalance 

The  1995  biennium  budget  approved  by  the  1993 
Legislature  adopted  a  balanced  budget  with  a  projected 
ending  fund  balance  of  $24.6  million.  This  budget  was 
based  on  economic  assumptions  and  revenue  estimates 
adopted  by  the  53rd  Legislature  in  House  Joint 
Resolution  3  (HJR  3).  The  projected  balance  was  made 
possible  with  a  combination  of  expenditure  reductions 
and  revenue  increases  specifically  designed  to  address 
the  structural  imbalance  in  the  general  fund. 

The  1993  Legislature  made  significant  progress  toward 
addressing  the  structural  imbalance.  In  setting  revenue 
and  expenditure  targets,  the  House  adopted  language  in 
House  Resolution  2  prohibiting  use  of  "one-time 
revenue. .  .for  any  purpose  other  than  creating  an  ending 
fund  balance"  and  "temporary  solutions  to  the  state's 
chronic  fiscal  woes".  Final  legislative  action  reflected 
these  objectives. 

Critical  to  these  objectives  was  the  revenue  anticipated 
from  either  the  sales  tax  proposal  (SB  235)  or  the 
income  tax  reform  bill  (HB  671)  that  was  to  take  effect 
if  the  electorate  rejected  the  sales  tax  proposal.  In  June, 
1993,  Montanans  overwhelmingly  rejected  the  sales  tax 
proposal,  thereby  implementing  the  provisions  of  the 
income  tax  reform  legislation. 

On  June  1,  1993,  a  petition  was  filed  for  a  referendum 
on  House  Bill  671  (HB  671).  The  goal  of  the  petition 
drive  was  to  gather  a  sufficient  number  of  signatures  to 
suspend  the  bill  and  to  require  a  public  vote  in 
November,  1994.  In  October,  the  Secretary  of  State 
certified  the  petition  qualified  for  the  ballot  and  the  bill 
was  suspended  pending  the  vote. 

The  budget  balance  was  further  altered  by  two  events: 
1)  in  August,  1993  the  Racicot  administration 
announced  their  intent  to  refund  approximately  $6 
million  (tax  and  interest)  to  federal  retirees  for  taxes 


paid  for  calendar  1988;  and  2)  fund  balance  adjustments 
and  other  GAAP  (generally  accepted  accounting 
principles)  and  reserve  adjustments  reduced  the  fund 
balance  by  another  $5.3  million. 

Partially  offsetting  the  impact  of  the  HB  671 
suspension,  federal  retiree  refunds,  and  fund  balance 
adjustments  was  higher  fiscal  1993  revenue  collections 
and  lower  fiscal  1993  disbursements  than  originally 
estimated.  Revenue  collections  exceeded  revenue 
estimates  by  $11.1  million  while  total  disbursements 
were  $8.1  million  less  than  anticipated.  The  combined 
general  fund  and  school  equalization  account  ending 
fund  balance  for  fiscal  1993  was  $13.8  million  above  the 
level  anticipated  by  the  53rd  Legislature. 

The  Revenue  Oversight  Committee  (ROC)  met  on 
November  10,  1993  to  formally  adopt  economic 
assumptions.  These  assumptions  were  used  to  generate 
the  general  fund  and  school  equalization  account  (SEA) 
revenue  estimates  used  in  projecting  an  ending  fund 
balance.  (The  assumptions  and  the  resulting  revenue 
estimates  will  be  included  in  a  joint  resolution  to  be 
introduced  for  special  session  discussion  and  action.) 
Based  on  these  estimates,  the  combined  general  fund 
and  school  equalization  account  fund  balance  at  the  end 
of  the  1995  biennium  is  projected  to  be  a  deficit  of  $25.6 
million  (see  Table  1). 


Executive  Response 

In  response  to  the  budget  imbalance,  Governor  Marc 
Racicot  issued  the  call  to  convene  the  53rd  Legislature 
into  special  session  on  November  29,  1993.  The  text  of 
the  call  is  shown  on  page  Summary  4. 

The  executive  proposes  "budget  balancers"  of  $54.1 
million,  partially  offset  by  $14.8  million  in  income  tax 
refunds  to  federal  retirees  and  $3.8  million  in  increased 
debt  service  costs.  The  bottom  of  Table  1  shows  the 
projected  general  fund  ending  fund  balance  using  the 
executive  recommendations.  Using  the  revenue 
estimates  adopted  by  the  ROC  and  appropriations 
approved  by  the  legislature,  the  Governor's  proposal 
would  balance  the  budget  at  the  end  of  the  1995 
biennium  with  a  budget  surplus  of  about  $10  million. 
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BUDGET  IMBALANCE 


Table  1 

Projected  General  Fund/SEA  Deficit 
1995  Biennium  (In  Millions) 

Projected 
1995  Biennium 

Legislative  Budget  Problem  Definition 

Legislative  Post  Session  Ending  Fund  Balance  Projected 

$24,634 

General  Fund  Fiscal  1993  Fund  Balance  Improvement 
School  Equalization  Fiscal  1993  Fund  Balance  Improvement 
Income  Tax  Reform  Legislation  (House  Bill  671)  Suspension 
Federal  Retiree  Refunds  Calendar  1988 

$8,970 

4.876 

(72.704) 

(6.000) 

Legislative  Ending  Fund  Balance  Before  Adjustments  &  Proposals 

($40,224) 

Legislative  Budget  Adjustments 

General  Fund  &  SEA  Revenue  Estimate  Revisions 
General  Fund  &  SEA  Residual  Equity  Transfers 
General  Fund  Adjustments 
Unanticipated  General  Fund  Disbursements 

$25,340 
(3.236) 
(2.624) 
(4.831) 

Total  Legislative  Budget  Adjustments 

$14,649 

Legislative  Ending  Fund  Balance  After  Adjustments 

($25,575) 

Executive  Budget  Proposals 

"Budget  Balancers"  $54,088 

Federal  Retiree  Refunds  Calendar  1983-87  (14.788) 

Additional  Debt  Service  (3.773) 

Total  Executive  Budget  Proposals  $35,527 

Ending  Fund  Balance  After  Legislative  Adjustments  &  Executive  Proposal  $9.952 

Ending  Cash  Balance  After  Legislative  Adjustments  &  Executive  Proposal  ($14.134) 
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BUDGET  IMBALANCE 


Cash  Balance  Issue 

Although  the  Governor's  recommendation  would  provide 
a  $10  million  ending  fund  balance,  the  projected  general 
fund  ending  cash  balance  would  be  a  deficit  of 
approximately  $14.1  million,  using  legislative 
projections. 

A  fund  balance  includes  all  assets  (cash,  interentity 
loans,  and  accounts  receivable)  minus  liabilities 
(accounts  payable  and  outstanding  loans).  A  cash 
balance  reflects  only  actual  cash  on  hand  in  the  account. 

The  executive  proposes  a  general  fund  ending  cash 
deficit  of  $3.5  million.  As  indicated  in  the  Executive 


Budget  document  "this  minimal  cash  deficit  will  be 
easily  manageable  given  the  availability  of  other 
available  resources  that  can  be  drawn  on  for  cash 
management  purposes". 


Projected  Fund  Balance 

Tables  2  and  3  show  the  estimated  general  fund  and 
SEA  balance  sheets  for  the  1995  biennium.  Estimated 
revenues  are  as  adopted  by  the  Revenue  Oversight 
Committee  on  November  10,  1993.  Appropriations  are 
those  approved  by  the  1993  Legislature,  adjusted  for 
statutory  and  continuing  appropriation  changes. 


Governor's  Call  to  Convene  53rd  Legislature 

Into  Special  Session 

on  November  29,  1993 


The  text  of  the  call  requires  the  legislature  to  consider  action  on  the 
following: 

1  Legislation  to  balance  the  state's  budget  and  address  appropriate 
personnel  and  operational  issues; 

2.  Legislation  to  address  the  property-tax  system  applicable  to  home 
and  land  owners  whose  property  values  have  suddenly  increased  in 
value  because  of  reappraisal; 

3.  Legislation  to  authorize  refunds  to  federal  retirees  whose  pensions 
were  taxed  by  the  state; 

4.  Legislation  to  address  the  deferred  maintenance  needs  of  state- 
owned  facilities; 

5.  Legislation  to  encourage  horizontal  drilling  and  secondary  and 
tertiary  recovery  of  oil  in  the  State  of  Montana; 

6.  Confirmation  of  gubernatorial  appointees; 

7.  Appropriations  to  state  and  local  government  and  programs, 
allocation  of  revenue,  accounting  procedures  and  budget  modifications 
for  state  and  local  government  agencies;  and 

8.  Legislation  for  the  purpose  of  implementing  the  matters  listed  in 
items  1-7  above,  including  amendments,  repealers,  new  sections  to 
existing  statutes,  or  new  acts. 


Summary  4 
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Table  2 

Estimated  General  Fund  Balance 

Figures  In  Millions 

Actual 

Actual 

Estimated 

Estimated 

Actual 

Estimated 

Fiscal  1992 

Fiscal  1993 

Fiscal  1994 

Fiscal  1995 

FY  92-93 

FY  94-95 

Beginning  Fund  Balance 

$58,700 

$24,486 

$41,471 

$4,667 

$58,700 

$41,471 

Receipts 

Estimated  Receipts 
Total  Available 

487.036 

539.955 

467.385 

614.536 

1,026.991 

1,081.921 

$545,736 

$564,441 

$508,856 

$619,203 

$1,085,691 

$1,123,392 

Disbursements 

General  Appropriations 

478.573 

497.504 

470.581 

468.682 

976.077 

939.263 

School  Equalization  Account 

12.100 

0.000 

0.000 

124.910 

12.100 

124.910 

Language  Appropriations 

0.000 

0.000 

0.125 

0.000 

0.000 

0.125 

Pay  Plan  Appropriations 

0.000 

0.000 

1.619 

4.875 

0.000 

6.494 

Statutory  Appropriations 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

Property  Tax  Reimbursement 

19.092 

19.339 

18.336 

18.336 

38.431 

36.672 

Debt  Service 

11.780 

11.251 

9.254 

11.270 

23.031 

20.524 

TRANS  Interest 

2.540 

3.916 

1.994 

2.227 

6.456 

4.221 

Retirement  Benefits 

3.194 

3.494 

3.896 

4.249 

6.688 

8.145 

District  Court  Reimbursement 

0.000 

0.000 

3.993 

3.587 

0.000 

7.580 

Depository  Banking  Services 

0.000 

0.000 

0.600 

0.800 

0.000 

1.400 

DUI  Testing  Equipment 

0.000 

0.000 

0.050 

0.050 

0.000 

0.100 

Custer  County  Flood 

0.000 

0.000 

0.100 

0.000 

0.000 

0.100 

Miscellaneous  Appropriations 

0.000 

0.000 

4.979 

1.199 

0.000 

6.178 

Continuing  Appropriations 

0.000 

0.000 

2.288 

0.000 

0.000 

2.288 

Supplemental 

All  Other  Agencies 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

School  Equalization  Account 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

Feed  Bill 

0.000 

0.000 

0.684 

5.000 

0.000 

5.684 

Reversions 

Anticipated  Disbursements 

(4.207) 

(12.102) 

(0.875) 

(0.875) 

(16.309) 

(1.750 

$523,072 

$523,402 

$517,624 

$644,310 

$1,046,474 

$1,161,934 

Adjustments 

(2.058) 

(4.919) 

(1.812) 

(0.812) 

(6.977) 

(2.624 

Foundation  Program  Reversion 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

Residual  Equity  Transfer 

3.880 

5.351 

15.247 

0.344 

9.231 

15.591 

Ending  Fund  Balance 

$^4,486 

$41.471 

$4,667 

($25,575) 

$41.471 

($25,575 

Ending  Cash  Balance 

($22,285) 

131.248 

($JL5J07J 

L$45J49J 

$31.248 

($45,949 
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Table  3 

Estimated  School  Equalization  Fund  Balance 

Figures  In  Millions 

Actual 

Actual 

Estimated 

Estimated 

Actual 

Estimated 

Fiscal  1992 

Fiscal  1993 

Fiscal  1994 

Fiscal  1995 

FY  92-93 

FY  94-95 

Beginning  Fund  Balance 

$8,474 

$2,552 

$10,706 

$4,512 

$8,474 

$10,706 

Receipts 

Estimated  Receipts 
Total  Available 

$393  591 

$412,903 

$405,336 

$286,255 

806.495 

691  591 

$402065 

$415,455 

$416,042 

$290,767 

$814,968 

$702,297 

Disbursements 

Current  Level  Schedules 

$347,866 

$354,651 

$270405 

$277,492 

702.517 

547.897 

Guaranteed  Tax  Base 

46  138 

45.961 

120.609 

133.221 

92099 

253.830 

Transportation  Costs 

3  908 

3.914 

3.908 

3914 

7.822 

7.822 

OPI  Administration 

0.000 

0.000 

0.400 

0.000 

0.000 

0.400 

Telecommunications  Network 

0.147 

0153 

0200 

0.200 

0.300 

0.400 

SIMMS 

0000 

0000 

0500 

0500 

0.000 

1000 

Childrens  Treatment 

0.000 

0000 

0250 

0250 

0000 

0.500 

Bonus  Payments 

0000 

0.214 

0075 

0.100 

0214 

0.175 

Other  Costs 

Anticipated  Disbursements 

0  000 

0174 

0  000 

0.000 

0.174 

0000 

$398,059 

$405,067 

$396,347 

$415,677 

$803,126 

$812,024 

Adjustments 

(13.554) 

0.318 

0.000 

0000 

-13.236 

0.000 

Residual  Equity  Transfer 

0.000 

0000 

0.000 

0.000 

0  000 

0000 

General  Fund  Transfer 

12  100 

0000 

0.000 

124.910 

12  100 

124.910 

Ending  Fund  Balance 

$2  552 

$10,706 

$IL69£ 

&LQQQ 

$10  706 

$0,000. 

Ending  Cash  Balance 

$11331 

($8,189) 

10,5.00 

($3.712) 

($9. 189) 

(&3J12. 

Residual  Equity  Transfer  To  General  Fund 

$15.183 

$15183 

Outstanding  Loan  Balance 

$26  935 

$0  ooo 

$0  000 

$0.000 

$o  ooo 

$0  000 
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Introduction 

The  economic  assumptions  discussed  beginning  on  page 
Reference  1  in  the  Budget  Reference  section  were 
adopted  by  the  Revenue  Oversight  Committee  (ROC)  on 
November  10,  1993.  These  assumptions  were  used  in 
generating  the  general  fund  and  school  equalization 
account  (SEA)  revenue  estimates.  The  assumptions  and 
resulting  revenue  estimates  will  be  included  in  a  joint 
resolution  to  be  introduced  for  legislative  discussion  and 
action. 

In  accordance  with  section  5-18-107,  MCA,  the  ROC 
revenue  estimate  as  introduced  in  the  legislature: 

...constitutes  the  legislature's  current  revenue 
estimate  until  amended  or  until  final  adoption  of 
the  estimate  by  both  houses.  It  is  intended  that 
the  legislature's  estimate  and  the  assumptions 
underlying  the  estimates  will  be  used  by  all 
agencies  with  responsibilities  for  estimating 
revenues  or  costs,  including  the  preparation  of 
fiscal  notes. 

At  the  end  of  the  regular  1993  legislative  session,  the 
53rd  Legislature  adopted  House  Joint  Resolution  3 
(HJR  3),  "A  Joint  Resolution  of  the  Senate  and  the 
House  of  Representatives  Establishing  an  Official 
Estimate  of  the  State's  Anticipated  Revenue  for  Each 
Year  of  the  1994-5  Biennium." 

In  anticipation  of  the  November  1993  special  session, 
and  in  the  wake  of  the  suspension  of  House  Bill  671  (HB 
671),  the  ROC  revised  the  general  fund  and  SEA 
revenue  estimates  in  HJR  3  based  on  more  current 
economic  data.  The  changes  in  revenue  estimates 
adopted  by  ROC  at  their  November  1993  meeting  are 
discussed  below. 

The  revenue  estimates  adopted  by  the  ROC  show  a 
reduction  of  $53.4  million  during  the  1995  biennium 
from  general  fund  and  SEA  revenue  sources.  The 
majority  of  this  reduction  was  due  to  suspension  of  HB 
671  and  upward  adjustments  of  $25.3  million  to  other 
sources  to  reflect  more  current  economic  data.  Property 
tax  revisions  in  the  SEA  account  for  $13.7  million  of  the 
upward  revisions. 


Combined  General  Fund  and  SEA 
Revenue  Estimates 

The  following  revenues  are  distributed  to  both  the 
general  fund  and  the  SEA. 

Individual  income  tax  revenue  estimates  to  the  general 
fund  and  SEA  were  reduced  a  total  of  $29.9  million  in 
fiscal  1994  and  $36.3  million  in  fiscal  1995  for  a  total 
biennial  reduction  of  $66.2  million  as  a  result  of  the 
suspension  of  HB  671. 

HB  671,  in  effect  for  tax  years  beginning  after  December 
31,  1992,  revised  the  method  for  calculating  income 
taxes  by  adopting  a  flat  rate  of  6.71  percent  of  taxable 
income.  It  also  revised  the  definition  of  taxable  income 
by  replacing  itemized  deductions  with  a  standard 
deduction,  increasing  the  personal  exemption  amount, 
and  reducing  the  inflation  index  by  which  the  standard 
deduction  and  personal  exemption  amount  are  adjusted. 
House  Bill  671  also  repealed  the  4.7  percent  surtax 
imposed  for  tax  year  1993  by  the  July  1992  special 
session.  The  suspension  of  HB  671  means  the  income 
tax  law  in  existence  prior  to  its  passage  becomes  current 
law. 

The  fiscal  1994  income  tax  estimate  also  includes  a  $6 
million  reduction  for  estimated  refunds  of  taxes  and 
interest  for  calendar  1988  to  federal  retirees  as  a  result 
of  the  Davis  decision  (see  the  summary  section  entitled 
Federal  Retiree  Proposal).  Total  adjustments  to 
individual  income  tax  revenue  estimates  are  a  reduction 
of  $72.2  million  for  the  1995  biennium. 

Corporation  income  tax  revenue  estimates  to  the 
general  fund  and  SEA  were  reduced  by  $2.6  million  in 
fiscal  1994  and  increased  by  $0.5  million  in  fiscal  1995 
for  a  total  biennial  reduction  of  $2.1  million.  These 
adjustments  were  due  to  the  suspension  of  HB  671  and 
more  current  information  regarding  U.S.  corporate 
profits. 

House  Bill  671,  in  effect  for  tax  years  beginning  after 
December  31,  1992,  revised  the  method  for  calculating 
corporation  income  taxes  by  adopting  a  graduated  rate 
structure   with  rates  higher   than    previous   law  for 
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taxable  income  in  excess  of  $500,000.  It  also  repealed 
the  4.7  percent  surtax  imposed  for  tax  year  1993  by  the 
July  1992  special  session.  The  suspension  of  HB  671 
means  the  corporation  income  tax  law  in  existence  prior 
to  its  passage  becomes  current  law.  Suspension  of  HB 
671  is  estimated  to  reduce  general  fund  and  SEA 
revenue  estimates  by  $6.5  million  during  the  1995 
biennium. 

Coal  severance  tax  revenue  estimates  to  the  general 
fund  and  SEA  were  revised  upward  in  both  fiscal  1994 
and  fiscal  1995.  Coal  price  estimates  were  increased  in 
calendar  1993,  1994,  and  1995.  These  price  increases 
reflect  a  higher  price  for  a  recently  negotiated  long-term 
contract  for  one  of  the  major  coal  producers. 

Coal  production  estimates  were  revised  downward  for 
calendar  1993  only.  Total  coal  production  in  1993  will 
be  down  slightly  because  Colstrip  electrical  generation 
units  owned  by  Western  Energy  were  inoperable  for 
major  repairs  during  the  second  quarter  of  calendar 
1993.  This  "down-time"  is  estimated  to  reduce  the 
amount  of  coal  that  will  be  produced  and  sold  in 
calendar  1993. 

Coal  severance  tax  revenue  estimates  to  the  general 
fund  and  SEA  were  increased  by  $0.4  million  in  fiscal 
1994  and  by  $0.3  million  in  fiscal  1995  for  a  biennial 
increase  of  $0.7  million. 

Coal  tax  trust  fund  interest  income  estimates  for  the 
general  fund  and  SEA  decreased  by  $1 .9  million  in  fiscal 
1994  and  $4.3  million  in  fiscal  1995  for  a  total  reduction 
of  $6.2  million  for  the  1995  biennium. 

These  estimates  reflect  the  sharp  decline  in  long-term 
interest  rates  that  occurred  throughout  calendar  1992 
and  the  first  half  of  calendar  1993.  This  decline  was 
due  to  a  sluggish  recovery  in  the  U.S.  economy  after  the 
1990-91  recession.  Long-term  interest  rates  were 
reduced  to  7.10  percent  in  calendar  1993,  to  6.84  percent 
in  calendar  1994,  and  to  7.14  percent  in  calendar  1995. 
Long-term  interest  rates  have  increased  somewhat  in 
the  last  60  days,  but  are  expected  to  remain  stable  or 
increase  slightly  over  the  forecast  period. 

The  coal  trust  interest  revenue  estimates  also  reflect 
adjustments  to  gains  from  bond  calls.  Previously,  bond 
calls  were  estimated  to  be  $1.8  million  in  both  fiscal 


years.  However,  by  the  end  of  September,  bond  call 
revenue  had  reached  the  $1.8  million  level,  prompting 
the  ROC  to  increase  the  estimates  to  $3.3  million  in 
fiscal  1994  and  $1.6  million  for  fiscal  1995. 


General  Fund  Revenue  Estimates 

The  following  revenues  are  distributed  exclusively  to 
the  general  fund. 

Oil  severance  tax  revenue  estimates  for  the  general 
fund  were  reduced  to  reflect  lower  oil  prices.  Price 
estimates  adopted  by  the  regular  session  were  $17.70 
and  $18.20  per  barrel  for  calendar  1993  and  calendar 
1994,  respectively.  Based  on  current  forecasts  by 
Wharton  Economic  Forecasting  Associates  and 
adjustments  to  reflect  Montana  prices,  per  barrel  prices 
are  estimated  to  be  $15.83  for  calendar  1993  and  $16.42 
for  calendar  1994. 

An  adjustment  was  also  made  to  oil  production 
assumptions.  Actual  oil  production  for  calendar  1992 
was  17.5  million  barrels  instead  of  the  estimated  17.8 
million  barrels.  Because  of  this  change,  production 
estimates  were  reduced  by  0.9  million  barrels  in 
calendar  1993,  and  0.4  million  barrels  in  calendar  1994 
and  1995.  These  reductions  reflect  continuation  of 
production  declines  observed  since  calendar  1985. 

The  general  fund  revenue  estimates  for  oil  severance 
taxes  were  reduced  by  $1.9  million  in  fiscal  1994  and 
$2.0  million  in  fiscal  1995  for  a  total  reduction  of  $3.9 
million  for  the  1995  biennium. 

Revenue  estimates  for  interest  on  investments,  were 
decreased  by  $1.0  million  in  fiscal  1994  and  by  $0.2 
million  in  fiscal  1995  for  a  net  biennial  reduction  of  $1.2 
million.  These  reductions  are  a  result  of  lower  interest 
rates  observed  since  adjournment  of  the  53rd 
Legislature. 

Average  short-term  interest  rates  adopted  by  the  53rd 
Legislature  were  4.40  percent  and  4.65  percent  for  fiscal 
1994  and  1995,  respectively.  These  rates  were  reduced 
to  3.69  percent  for  fiscal  1994  and  4.13  percent  for  fiscal 
1995. 


Summary  8 


REVENUE  ESTIMATES 


The  fiscal  1993  average  balance  in  the  treasury  cash 
account  was  higher  than  estimated  by  about  $10.2 
million.  This  higher  balance  is  projected  to  continue 
into  fiscal  1994  and  fiscal  1995. 

During  October,  1993,  the  Board  of  Examiners 
authorized  the  sale  of  $88.9  million  of  Tax  and  Revenue 
Anticipation  Notes  (TRANS)  for  fiscal  1994.  This  issue 
size  is  $28.9  million  higher  than  anticipated  by  the  53rd 
Legislature  and  is  expected  to  be  sold  in  fiscal  1995. 

Long-range  bond  excess  revenue  estimates  for  the 
general  fund  were  decreased  by  $4.2  million  in  fiscal 
1994  and  $4.2  million  in  fiscal  1995  for  a  total  biennial 
reduction  of  $8.4  million.  These  reductions  are  the 
result  of  adjustments  to  individual  income  taxes, 
corporation  income  taxes,  cigarette  taxes,  and  tobacco 
taxes. 

Insurance  premium  tax  revenue  estimates  in  the 
general  fund  were  increased  by  $2.5  million  in  fiscal 
1994  and  by  $2.4  million  in  fiscal  1995  for  a  biennial 
increase  of  $4.9  million.  These  estimates  were 
increased  to  reflect  higher  than  anticipated  collections 
in  fiscal  1993,  which  are  expected  to  continue  in  fiscal 
1994  and  1995. 

Telephone  license  tax  revenue  in  the  general  fund  is 
estimated  to  increase  by  approximately  $2.6  million  in 
fiscal  1994  due  to  multi-year  telephone  tax  audits.  This 
is  a  one-time  increase  in  collections  and  is  not  expected 
to  occur  in  fiscal  1995. 

Railroad  car  tax  revenue  estimates  were  reduced  by 
$3.2  million  in  each  year  of  the  1995  biennium.  This 
action  was  based  on  the  uncertainty  of  pending 
litigation.  Montana  may  receive  the  railroad  car 
collections  if  the  U.S.  Supreme  Court  decides  in  favor  of 
Oregon  in  the  ACF  v.  Oregon  case.  The  plaintiffs  in  this 
case  dispute  the  legitimacy  of  collecting  personal 
property  taxes  on  railroad  property  when  certain  other 
personal  property  in  the  state  is  untaxed.  The  plaintiffs 
claim  such  taxation  violates  the  federal  4R  act. 

Since  the  U.S.  Supreme  Court  is  not  expected  to  rule  on 
the  Oregon  case  until  spring  of  1994,  the  revenue 
estimate  was  reduced  to  zero  for  both  years  of  the 
biennium. 


Various  other  revenue  source  estimates  in  the  general 
fund  were  adjusted  to  reflect  actual  collections  for  fiscal 
1993.  The  net  increase  in  all  other  general  fund 
revenue  estimates  was  $2.4  million  in  fiscal  1994  and 
$1.2  million  in  fiscal  1995. 


School  Equalization  Account 
Revenue  Estimates 

The  following  revenues  are  distributed  exclusively  to 
the  school  equalization  account. 

Lottery  revenue  estimates  in  the  school  equalization 
account  were  increased  by  $2.9  million  in  fiscal  1994 
and  $3.1  million  in  fiscal  1995  for  a  total  increase  of 
$6.0  million  for  the  1995  biennium.  This  increase  is 
expected  because  of  higher  ticket  sales  due  to  "Montana 
Cash"  and  "Lotto  America"  games. 

The  statewide  40  mill  revenue  estimates  for  the  school 
equalization  account  were  adjusted  to  reflect  increased 
property  valuations  due  to  the  recently  completed 
reappraisal  cycle.  Revenue  from  the  statewide  40  mill 
levy  is  expected  to  increase  by  $2.0  million  in  fiscal  1994 
and  fiscal  1995  for  a  biennial  increase  of  $4.0  million. 
The  revised  40  mill  estimates  include  increased  revenue 
from  nonlevy  sources. 

County  revenue  estimates  in  the  SEA  were  increased  by 
$7.3  million  in  fiscal  1994  and  $6.3  million  in  fiscal  1995 
for  a  biennial  increase  of  $13.6  million.  The  major 
portion  of  this  increase  was  due  to  increased  property 
valuations  due  to  the  recently  completed  reappraisal 
cycle.  As  a  result  of  increased  valuations,  property  tax 
revenue  from  the  county-wide  55  mills  is  expected  to 
increase.  The  revised  county  revenue  estimate  includes 
increased  revenue  from  nonlevy  sources. 

Various  other  revenue  source  estimates  in  the  SEA  were 
adjusted  to  reflect  actual  collections  for  fiscal  1993.  The 
net  increase  in  all  other  SEA  revenue  estimates  was 
$2.0  million  in  fiscal  1994  and  $3.4  million  in  fiscal 
1995. 
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General  Fund  Revenue  Estimates 

Figures 

.  In  Millions 

Actual 

Actual 

Estimated 

Estimated 

Actual 

Estimated 

Source  of  Revenue 

FY  1992 

FY  1993 

FY  1994 

FY  1995 

FY  92-93 

FY  94-95 

Individual  Income  Tax 

200.684 

225.294 

195.896 

315.080 

425.978 

510.976 

Corporation  License  Tax 

32.052 

51.307 

39.705 

56.783 

83.359 

96.488 

Coal  Severance  Tax 

9.609 

13.700 

6.228 

6.183 

23.309 

12.411 

Oil  Severance  Tax 

20.427 

17.038 

13.286 

13.292 

37.465 

26.578 

Interest  on  Investments 

16.494 

12.917 

9.473 

10.681 

29.411 

20.154 

Long-Range  Bond  Excess 

42.734 

47.644 

44.214 

45.937 

90.378 

90.151 

Coal  Trust  Interest  Income 

40.010 

42.320 

37.508 

43.012 

82.330 

80.520 

Insurance  Premiums  Tax 

20.387 

24.464 

24.201 

27.110 

44.851 

51.311 

Public  Institutions  Reimbursement 

16.329 

14.486 

14.364 

14.949 

30.815 

29.313 

Liquor  Profits 

5.363 

3.800 

4.205 

4.587 

9.163 

8.792 

Liquor  Excise  Tax 

6.122 

6.645 

6.425 

6.638 

12.767 

13.063 

Inheritance  Tax 

11.338 

12.869 

11.384 

11.113 

24.207 

22.497 

Metal  Mines  Tax 

3.966 

4.031 

3.526 

3.692 

7.997 

7.218 

Electrical  Energy  Tax 

4.938 

4.232 

3.994 

4.021 

9.170 

8.015 

Drivers'  License  Tax 

1.776 

1.693 

1.800 

1.805 

3.469 

3.605 

Telephone  License  Tax 

4.984 

3.866 

6.595 

4.091 

8.850 

10.686 

Beer  License  Tax 

1.453 

1.545 

1.358 

1.364 

2.998 

2.722 

Natural  Gas  Severance  Tax 

1.396 

1.639 

1.298 

1.306 

3.035 

2.604 

Railroad  Car  Tax 

1.272 

0.060 

0.000 

0.000 

1.332 

0.000 

Wine  Tax 

0.853 

0.835 

0.734 

0.720 

1.688 

1.454 

Video  Gaming  Income  Tax 

9.875 

10.818 

9.664 

10.404 

20.693 

20.068 

Motor  Vehicle  Account 

10.152 

9.382 

9.632 

9.889 

19.534 

19.521 

Vehicle  Fees 

3.227 

3.288 

3.429 

3.587 

6.515 

7.016 

Public  Contractor's  Tax 

1.270 

1.531 

1.242 

1.252 

2.801 

2.494 

Other  Revenue  Sources 

20.324 

24.552 

17.224 

17.040 

44.876 

34.264 

Grand  Total 

$487,035 

$539,956 

$467,385 

$614,536  $1,026,991  $1,081,921 
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School  Equalization  Account  Revenue  Estimates 

Figures  In  Millions 

Actual 

Actual 

Estimated 

Estimated 

Actual 

Estimated 

Source  of  Revenue 

FY  1992 

FY  1993 

FY  1994 

FY  1995 

FY  92-93 

FY  94-95 

State  Revenue 

Individual  Income  Tax 

92.880 

100.894 

104.016 

0.000 

193.774 

104.016 

Corporation  License  Tax 

14.975 

18.697 

15.980 

0.000 

33.672 

15.980 

Coal  Severance  Tax 

6.169 

4.045 

4.613 

4.580 

10.214 

9.193 

Interest  &  Income 

39.616 

41.674 

41.249 

42.014 

81.290 

83.263 

US  Oil  &  Gas  Royalties 

21.150 

21.800 

21.489 

21.497 

42.950 

42.986 

Education  Trust  Interest 

0.108 

0.093 

0.091 

0.093 

0.201 

0.184 

SEA  Interest 

0.000 

0.038 

0.038 

0.038 

0.038 

0.076 

Coal  Tax  Trust  Interest 

7.060 

7.468 

6.619 

0.000 

14.528 

6.619 

Lottery 

5.494 

8.062 

8.442 

8.870 

13.556 

17.312 

Statewide  40  Mills 

76.612 

73.491 

75.773 

77.933 

150.103 

153.706 

County  Revenue  * 

0.000 

133.891 

127.026 

127.930 

133.891 

254.956 

Miscellaneous 

12.100 

2.752 

0.000 

3.300 

14.852 

3.300 

County  Levy  Surplus 

9.874 

0.000 

0.000 

0.000 

9.874 

MQ0 

Total  State 

$286,038 

$412,905 

$405,336 

$286,255 

$698,943 

$691,591 

Statewide  Taxable  Valuation 

$1,559,407  $1,612,780  $1,707,829  $1,755,731 

NA 

NA 

*  County  Revenue  Detail 

Statewide  55  Mills 

80.995 

91.791 

96.828 

99.366 

172.786 

196.194 

Elementary  Transportatic 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

Cash  Reappropriated 

7.531 

12.203 

0.000 

0.000 

19.734 

0.000 

Forest  Funds 

2.306 

2.425 

3.009 

2.441 

4.731 

5.450 

Taylor  Grazing 

0.150 

0.149 

0.150 

0.149 

0.299 

0.299 

Miscellaneous 

29.661 

28.196 

28.168 

27.103 

57.857 

55.271 

High  School  Tuition 
Total  County 

(0.992) 
$119,651 

(0.873} 
$133,891 

(1.129) 
$127,026 

(1.129) 
$127,930 

(L865) 
$253,542 

(2.258 

$254,956 

Total  State  &  Count 

$405,689 

$412,905 

$405,336 

$286,255 

$952,485 

$946,547 

Total  GF  &  SEA 

$892,724 

$952,861 

$872,721 

$900,791  $1,979,476  $2,028,468 
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Executive  Budget  Projections 

The  Executive  Budget  recommendation,  as  shown  in 
Table  1,  projects  a  combined  general  fund  and  school 
equalization  account  fund  balance  of  $24.4  million  at 
the  end  of  fiscal  1995,  after  adjusting  for  1)  final  fiscal 
1993  fund  balance  data;  2)  the  impact  of  the  income  tax 
reform  bill  (HB  671)  suspension;  3)  federal  retiree 
refund  claims  for  tax  years  1983  through  1988;  4) 
revenue  estimate  revisions;  5)  unanticipated  general 
fund  disbursements;  and  6)  total  "budget  balancers"  of 
$54.1  million. 

Since  adjournment  of  the  53rd  Legislature,  several 
issues  have  developed  that  impact  the  projected  1995 
biennium  ending  fund  balance.  These  issues  are  the 
actual  ending  fund  balance  data  for  fiscal  1993,  the 
suspension  of  HB  671,  and  the  Department  of  Revenue 
issuance  of  refunds  to  federal  retirees  for  tax  year  1988. 
The  net  impact  of  these  issues  reduces  general  fund  and 
school  equalization  account  (SEA)  revenue  by  $62.7 
million  for  the  1995  biennium. 


In  addition  to  the  above  developments,  the  executive 
has  proposed  revising  general  fund  and  SEA  revenue 
estimates  upward  by  $16.6  million,  increasing  general 
fund  reversions  by  $5.0  million,  and  increasing 
anticipated  general  fund  expenditures  by  $3.6  million 
(Table  1).  Revenue  estimate  revisions  include  the 
impact  of  the  recently  completed  property  tax 
reappraisal  cycle.  These  adjustments  total  $18.0 
million. 

As  a  result  of  the  proposed  adjustments  discussed 
above,  the  executive  projects  a  1995  biennium  ending 
fund  balance  in  the  combined  general  fund/SEA  account 
of  deficit  $14.9  million  prior  to  special  session  action. 

To  solve  the  fiscal  imbalance,  the  executive  proposes 
$54.1  million  in  "budget  balancers"  and  a  general  fund 
appropriation  of  $14.8  million  for  federal  retiree  refunds 
for  calendar  years  1983  through  1987,  as  shown  at  the 
bottom  of  Table  1. 
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Table  1 

Projected  General  Fund/SEA  Deficit  &  Budget 

1995  Biennium  (In  Millions) 

Balancers 

Projected 
1995  Biennium 

Executive  Budget  Problem  Definition 

Executive  Post  Session  Ending  Fund  Balance  Projected 

$29,775 

General  Fund  Fiscal  1993  Fund  Balance  Improvement 
School  Equalization  Fiscal  1993  Fund  Balance  Improvement 
Income  Tax  Reform  Legislation  (House  Bill  671)  Suspension 
Federal  Retiree  Refunds  Calendar  1988 

$10,042 
5.410 
(72.144) 
(6.000) 

Total  Revenue  Changes 

($62,692) 

Executive  Ending  Fund  Balance  Before  Adjustments  &  Proposals 

($32,917) 

Executive  Budget  Adjustments 

General  Fund  &  SEA  Revenue  Estimate  Revisions 
General  Fund  Residual  Equity  Transfers 
Increased  General  Fund  Reversions 
Unanticipated  General  Fund  Disbursements 

$16,241 
0.344 
5.000 
(3.588) 

Total  Executive  Budget  Adjustments 

$17,997 

Executive  Ending  Fund  Balance  After  Adjustments** 

($14,920) 

Executive  Budget  Proposals 

"Budget  Balancers" 

Federal  Retiree  Refunds  Calendar  1983-87 

$54,088 
(14.788) 

Total  Executive  Budget  Proposals 

$39,300 

Executive  Ending  Fund  Balance  After  Adjustments  &  Proposals  * 

$24,380 

*  The  Executive  Budget  document  shows  a  projected  balance  of  $24,036  million.  This  balance  did  not  take 

into  account  residual  equity  transfers  of  $.344  million. 

"This  projected  balance  includes  $3,773  million  of  additional  debt  service  costs  unanticipated  by  the  53rd 

Legislature- 

The  $24.4  ending  fund  balance  recommendation  is  2.2 
percent  of  the  projected  biennial  general  fund  revenue 
and  1.4  percent  of  the  combined  biennial  general  fund 
and  school  equalization  account  projected  revenue. 


Executive  Solution 

Because  of  the  income  tax  reform  legislation  suspension 
and  the  issuance  of  refunds  to  federal  retirees  for  taxes 
paid  for  calendar  1988,  total  revenue  for  the  1995 
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biennium  will  be  reduced  by  $78.1  million.  The 
executive  proposes  to  rebalance  the  budget  by  a 
combination  of  revenue  and  expenditure  measures. 

As  shown  in  Table  2,  the  executive  solution  includes 
$60.7  million  (77.7  percent)  in  revenue  measures,  $32.3 
million  in  expenditure  reductions  with  $14.8  million  in 
expenditure  increases  for  a  net  expenditure  change  of 


$17.5  million  (22.4  percent).  Revenue  measures  include 
fiscal  1993  fund  balance  improvements,  revenue 
estimate  revisions,  fee  increases,  funding  switches,  fund 
balance  transfers,  revenue  diversions,  and  reductions  in 
the  general  fund  ending  fund  balance.  While  there  are 
numerous  expenditure  reductions  throughout  state 
government,  most  reductions  impact  education  (K-12 
and  higher  education)  and  human  service  programs. 


Table  2 

Executive  Budget  Solution 

1995  Biennium  (In  Millions) 

Projected 

1995  Biennium 

Problem  Definition 

Income  Tax  Reform  Legislation  (House  Bill  671)  Suspension 

($72,144) 

Federal  Retiree  Refunds  Calendar  1988 

(6.000) 

Total  Loss  of  Revenue 

($78,144) 

Revenue  Measures 

General  Fund  Fiscal  1993  Fund  Balance  Improvement 

$10,042 

School  Equalization  Fiscal  1993  Fund  Balance  Improvement 

5.410 

General  Fund  &  SEA  Revenue  Estimate  Revision 

16.585 

General  Fund  Fund  Balance  Reduction 

5.395 

Fee  Increases 

3.644 

Funding  Switches 

7.984 

Fund  Balance  Transfers 

3.462 

All  Other  Revenue  Proposals 

8.148 

Total  Revenue  Measures 

$60,670 

Expenditure  Measures 

Local  Government/School  Impacts 

$12,332 

Caseload/Benefit/Provider  Rate  Decreases 

11.812 

Agency  Budget  Reductions 

6.148 

All  Other  Reductions 

0.566 

Increased  General  Fund  Reversions 

5.000 

Unanticipated  General  Fund  Disbursements 

(3.588) 

Total  Expenditure  Reductions 

$32,270 

Federal  Retiree  Refund  Appropriation 

($14,788) 

Net  Expenditure  Change 

$17,482 
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Other    Issues    Not    Addressed 
Budget  But  in  the  Call 


in 


The  Governor  included  in  his  call  for  the  November 
special  session  two  items  that  were  not  included  in  the 
final  budget  presented  to  the  legislature.  The  call 
allows  legislation: 

1)  to  address  the  property  tax  system  applicable 
to  home  and  land  owners  whose  property  values 
have  suddenly  increased  in  value  because  of 
reappraisal;  and 

2)  to  encourage  horizontal  drilling  and 
secondary  and  tertiary  recovery  of  oil  in 
Montana. 


Although  the  Governor  has  expressed  support  for  these 
initiatives,  no  fiscal  impact  was  included  in  the 
Executive  Budget.  These  issues  are  discussed  in  the 
"Executive  Budget  -  Other  Issues"  section  of  this 
summary. 

Potential  Adjustments  to  Executive 
Budget 

Although  the  Executive  Budget  recommends  an  ending 
fund  balance  of  $24.0  million  for  the  1995  biennium, 
several  potential  adjustments  should  be  addressed. 
Table  3  shows  these  potential  adjustments  and  their 
associated  1995  biennium  impacts.  If  these 
adjustments  are  included  in  the  Executive  Budget,  the 
adjusted  ending  fund  balance  would  be  $9.8  million.  If 
applied  to  the  projected  legislative  ending  fund  balance, 
the  balance  would  be  a  deficit  of  $4.2  million. 


Table  3 

Potential  Adjustments 
Executive  Budget 

(In  Millions) 

Governor's  Executive  Budget  Proposed  Ending  Fund  Balance 

1995  Biennium 

$24,036 

*  Residual  equity  transfer  not  included  in  proposed  fund  balance 

$0,344 

*  Timber  transfer  funds  not  available  because  of  current  law  transfer 

($1,552) 

*  Estimated  SEA  revenue  from  lottery  proceeds  overstated  because 
distribution  to  Board  of  Crime  Control  was  included  in  total 

($1,676) 

*  DofA  fund  balance  adjustment  to  increase  "reserve  for  advances" 
not  included  in  the  executive  estimate  of  fund  balance 

($4,906) 

*  Litigated  railroad  car  tax  revenues  included  in  general  fund 
revenue  estimates 

($6,400) 

Subtotal 

($14,190) 

Adjusted  Ending  Fund  Balance 

$9,846 

Except  for  the  railroad  car  tax  revenue  estimate 
adjustment,  all  of  the  listed  adjustments  must  be 
incorporated  into  the  projected  ending  fund  balance. 
The  railroad  car  tax  revenue  estimate  amount  is 
uncertain,  since  this  tax  is  currently  being  litigated.  As 


the  Executive  Budget  document  states  regarding  the 
railroad  car  tax  revenue: 

"The  estimates  for  the  1995  biennium,  therefore;  can  be  viewed  as 
expected  values  in  a  probabilistic  sense  in  which  the  state  stands  a 
fifty-fifty  chance  of  winning  the  entire  amount  owed." 
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Table  1  below  shows  the  combined  general  fund  and 
school  equalization  fund  balances  for  the  1995 
biennium.   This  overview  provides  total  revenue  and 


disbursement  estimates  for  both  accounts.  It  compares 
the  legislative  projected  deficit  to  the  executive 
projected  deficit.  The  following  paragraphs  briefly 
explain  the  differences. 


Table  1 

Projected  General  Fund/SEA  Deficit 

1995  Biennium  (In  Millions) 

Executive 

Legislative 

Projected 

Projected 

Differences 

1995  Biennium 

1995  Biennium 

1995  Biennium 

Beginning  Fund  Balance 

$57,083 

$52,177 

($4,906) 

Revenue 

HJR  3  Estimated  Revenue  Post  Session 

$1,832,482 

$1,826,876 

($5,606) 

Revenue  Estimate  Revisions 

[61.9031 

(53.364) 

$8,539 

Total  Revenue 

$1,770,579 

$1,773,512 

$2,933 

Disbursement 

General  Fund  Appropriations 

$939,263 

$939,263 

No  Diff. 

School  Equalization  Account 

812.157 

812.024 

(0.133) 

Dedicated  Revenue  &  BaJance  * 

698.366 

702.297 

3.931 

General  Fund  Appropriation  * 

113.791 

109.727 

(4.064) 

Language  Appropriations 

0.125 

0.125 

No  Diff. 

Pay  Plan  Appropriations 

6.494 

6.494 

No  Diff. 

Statutory  Approrpriations 

Property  Tax  Reimbursement 

36.672 

36.672 

No  Diff. 

Debt  Service 

24.297 

20.524 

(3.773) 

TRANS  Interest 

3.382 

4.221 

0.839 

Retirement  Benefits 

7.669 

8.145 

0.476 

District  Court  Reimbursements 

7.195 

7.580 

0.385 

Depository  Banking  Services 

1.105 

1.400 

0.295 

DUI  Testing  Equipment 

0.100 

0.100 

No  Diff. 

Custer  County  Flood 

0.100 

0.100 

No  Diff. 

Miscellaneous  Appropriations 

6.178 

6.178 

No  Diff. 

Continuing  Appropriations 

2.279 

2.288 

0.009 

Supplemental 

All  Other  Agencies 

No  Diff. 

School  Equalization  Account 

No  Diff. 

Feed  Bill 

5.910 

5.684 

(0.226) 

Reversions 

(10.000) 

(L750) 

8,250 

Total  Disbursements 

$1,842,926 

$1,849,048 

$6,122 

Adjustments 

(2.624) 

(2.624) 

Residual  Equity  Transfer 

0.344 

0.408 

0.064 

Ending  Fund  Balance 

($.14.920) 

($25,575) 

($10,655.) 

*  These  amounts  show  how  the  school  equalization  account  is  funded  and  an 

not  included  in  the 

disbursement  total. 
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Beginning  Fund  Balance  -  The  beginning  fund  balance 
difference  of  $4,906  million  occurs  because  the 
legislative  projection  reflects  a  fiscal  1993  GAAP 
adjustment  to  "reserve  for  advances"  by  the  Accounting 
Division  of  the  Department  of  Administration. 
Notification  of  this  adjustment  was  received  on 
November  3,  1993,  after  the  executive  projections  were 
published. 

Total  Revenue  -  Revenue  estimate  differences  of  $2,933 
million  are  due  to  different  assumptions  recommended 
by  the  executive  and  those  adopted  by  the  Revenue 
Oversight  Committee  (ROC)  on  November  10,  1993. 

School  Equalization  Account  -  The  difference  of  $0,133 
million  is  due  to  different  fiscal  impact  estimates  of 
legislation  passed  by  the  53rd  Legislature. 

Debt  Service  -  There  is  a  difference  of  $3,773  million  in 
the  debt  service  appropriation.  During  the  1995 
biennium,  the  Department  of  Administration  (DOA)  will 
issue  general  obligation  bonds  for  several  major 
construction  projects.  The  1993  Legislature  required 
that  these  bonds  be  issued  "in  a  manner...  that 
schedules  the  payment  of  principal  and  interest  to 
minimize  the  aggregate  amount  of  debt  service  on  all 
general  obligation  bonds  during  the  biennium  and  that 
takes  into  consideration  interest  earnings  on  the 
proceeds  of  the  bonds."  The  final  fund  balance 
projections  by  the  legislature  in  the  1993  regular  session 
did  not  include  any  increased  debt  service  cost  in  the 
1995  biennium,  reflecting  the  language  in  House  Bill  5 
and  the  intent  that  there  be  no  increased  debt  service 
cost.  Accordingly,  they  are  not  included  in  the 
legislative  estimate.  The  executive  has  included 
additional  debt  service  cost. 

TRANS  Interest  -  The  legislative  estimate  is  based  on 
ROC  economic  assumptions  adopted  on  November  10. 

Retirement  Benefits  -  Differences  are  due  to  estimates 
of  anticipated  costs.  The  legislative  amount  is  based  on 
current  estimates  by  the  Public  Employees  Retirement 
System  and  the  Teachers  Retirement  System. 


generated  by  the  2  percent  vehicle  license  fee.  All 
monies  from  this  fee  are  used  for  district  court  costs 
with  any  excess  remitted  to  counties.  The  executive 
does  not  show  the  appropriation  amount  equal  to  the 
ROC  revenue  estimate  for  vehicle  fees. 

Depository  Banking  Services  -  The  legislative  amount  is 
based  on  current  estimates  by  the  state  treasurer  while 
the  executive  used  information  from  fiscal  notes 
prepared  during  the  53rd  Legislature. 

Continuing  Appropriations  -  The  legislative  amount  is 
based  on  information  provided  by  legislative  and 
executive  agency  personnel. 


Feed  Bill  -  The  difference  is  due 


to   estimates   of 
The  legislative 


anticipated  legislative  session  costs 

amount  is  based  on  cost  estimates  prepared  by  staff  of 

the  legislative  council. 

Reversions  -  The  executive  assumes  reversions  will  be 
$8,250  million  higher  than  the  legislative  estimate. 
While  the  executive  assumes  reversions  will  follow  the 
pattern  of  fiscal  1993,  a  legislative  analysis  shows  that 
reversions  in  fiscal  1993  were  due  to  one-time 
occurrences  and  that  some  fiscal  1993  reversions  will  be 
expended  in  fiscal  1994.  In  addition,  legislation  passed 
by  the  53rd  Legislature  will  impact  1995  biennium 
spending  patterns.  Legislative  changes  include: 
allowing  agencies  to  spend  personal  services  budgets  in 
other  expenditure  categories,  operational  budget 
reductions,  vacancy  savings  applied  to  most  agency 
budgets,  and  costs  of  the  early  retirement  incentive. 

Adjustments  -  The  legislative  estimate  for  fund  balance 
adjustments  includes  adjustments  for  insurance  tax 
refunds,  prior  year  district  court  costs,  and  prior  year 
revenue  adjustments.  This  information  is  based  on  data 
recorded  in  the  Statewide  Budgeting  and  Accounting 
System  (SBAS)  through  October,  1993. 

Residual  Equity  Transfer  -  The  difference  is  the  amount 
of  current  transfers  recorded  on  SBAS  through  October, 
1993. 


District     Court     Reimbursement 


District     court 


reimbursement  appropriations  are  based  on  revenue 
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Introduction 

The  Executive  Budget  recommends  $54.1  million  in 
"budget  balancers"  for  the  1995  biennium.  "Budget 
balancers"  are  proposed  revenue  and  expenditure 
adjustments,  exclusive  of  revenue  estimate  changes, 
expenditure  increases,  and  miscellaneous  fund  balance 
transfers.  This  section  summarizes  the  budget 
balancers  included  in  the  Executive  Budget  and  shows 
the  associated  FTE  changes. 


Impact  of  Potential  Budget  Balancers 


Table  1  lists  1995  biennium  general  fund/SEA 
appropriations  for  each  agency,  in  descending  order.  As 
the  table  and  Graph  1  show,  higher  education  and  state 
support  for  K-12  education  consume  61  percent  of  the 
general  fund/SEA  appropriations.  Human  service 
agencies  consume  another  26  percent.  Statutory 
appropriations  account  for  another  4  percent.  Only  9 
percent  of  the  total  general  fund/SEA  is  spent  by  the 
remaining  state  agencies  listed  in  Table  1. 

Graph  2  shows  the  percentage  of  the  $54.1  million  in 
potential  budget  balancers  proposed  for  each  function. 
As  the  graph  shows,  68  percent  of  the  total  budget 
balancers  impact  education  and  human  services. 


Graph  1  shows  the  percentage  of  the  general  fund/SEA 
budget  appropriated  by  the  1993  Legislature  to  major 
state  functions. 


1995  Biennium  General  Fund/SEA 
Appropriations  by  Major  Function 


Human  Services 
$476.7M    25 


Genera]  Government  ** 

S163.0M    8.8%  Statutory  Authority 
S78.7M    4.3% 


Higher  Educa 
S228.4M    12.3% 


2  Education 
S904.0M    48.8% 


Total  Appropriations  of  $1,850.8  Million  • 


Excludes  Reversions 
Includes  Feed  Bill 
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"Budget  Balancers"  By  Function-$54.10 

1995  Biennium  General  Fund/SEA 
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GRAPH  2 

Higher  education  is  appropriated  12  percent  of  the  total 
general  fund/SEA,  but  is  targeted  for  22  percent  of  the 
proposed  budget  balancers.  Conversely,  49  percent  of 
the  general  fund/SEA  is  appropriated  to  K-12  education, 
while  proposed  reductions  are  24  percent  of  total  budget 
balancers.  Human  services  budget  balancers  are 
relatively  comparable  to  the  appropriated  share  of  the 
general  fund/SEA.  Other  agencies  consume  9  percent  of 
the  general  fund/SEA  but  are  allocated  32  percent  of  the 
proposed  budget  balancers. 
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Table  1 
1995  Biennium  General  Fund/SEA  Appropriations 


Agcy 
Rank    Code 


Agency  Description 


%  of         Cumulative       Cum.  % 
Appropriations      Total      Appropriations      Total 


10 
11 
12 


1 

2  6901 

3 

4  6401 

5  6911 

6  5801 

7  Statutory 

8  4110 

9  Statutory 
5501 
2110 
5301 

13  Statutory 

14  6101 

15  Statutory 

16  3501 
17 

18  5706 

19  5113 

20  3101 

21  1104 

22  Statutory 

23  6701 

24 
25 
26 
27 
28 
29 
30 
31 


3401 
6107 
6501 
5117 
1101 
5115 
1102 
6602 

32  Statutory 

33  6201 

34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

44  Statutory 

45  Statutory 

46 

47 
48 
49 


4107 
5603 
5201 
1111 
4108 
5114 
3202 
5101 
5401 
3201 


School  Equalization  Aid 
Dept  Social  &  Rehab  Services 
Higher  Education 
Dept.  Corrections  &  Human  Ser 
Department  Of  Family  Services 
Department  Of  Revenue 
Property  Tax  Reimbursement 
Department  Of  Justice 
Debt  Service 

Department  Of  State  Lands 
Judiciary 

Dept  Health  &  Environ  Sciences 
Retirement  Benefits 
Department  Of  Administration 
District  Court  Reimbursement 
Office  Of  Public  Instruction 
Feed  Bill 

Dept  Nat  Resource/Conservation 
School  For  The  Deaf  &  Blind 
Governors  Office 
Legislative  Council 
TRANS  Interest 
Adjutant  General 
State  Auditors  Office 
Long-Range  Building 
Department  Of  Commerce 
Historical  Society 
Legislative  Auditor 
Library  Commission 
Legislative  Fiscal  Analyst 
Labor  &  Industry 
Depository  Banking  Services 
Department  Of  Agriculture 
Crime  Control  Division 
Department  Of  Livestock 
Dept  Of  Fish,  Wildlife  &  Parks 
Environmental  Quality  Council 
Highway  Traffic  Safety 
Montana  Arts  Council 
Commissioner  Of  Political  Prac 
Board  Of  Public  Education 
Department  Of  Transportation 
Secretary  Of  States  Office 
DUI  Testing  Equipment 
Custer  County  Flood 
Miscellaneous  Appropriations 
Language  Appropriation 
Continuing  Appropriations 
Reversions 

Totals 


897,158,071 

48.47% 

897,158,071 

48.47% 

246,326,888 

13.31% 

1,143,484,959 

61.78% 

228,415,110 

12.34% 

1,371,900,069 

74.12% 

155,001,500 

8.37% 

1,526,901,569 

82.50% 

70,260,254 

3.80% 

1,597,161,823 

86.30% 

42,226,375 

2.28% 

1,639,388,198 

88.58% 

36,672,000 

1.98% 

1,676,060,198 

90.56% 

23,069,289 

1.25% 

1,699,129,487 

91.81% 

20,524,000 

1.11% 

1,719,653,487 

92.91% 

16,866,485 

0.91% 

1,736,519,972 

93.83% 

11,023,610 

0.60% 

1,747,543,582 

94.42% 

8,949,469 

0.48% 

1,756,493,051 

94.90% 

8,145,000 

0.44% 

1,764,638,051 

95.34% 

7,769,764 

0.42% 

1,772,407,815 

95.76% 

7,580,000 

0.41% 

1,779,987,815 

96.17% 

6,817,858 

0.37% 

1,786,805,673 

96.54% 

6,802,929 

0.37% 

1,793,608,602 

96.91% 

6,733,245 

0.36% 

1,800,341,847 

97.27% 

5,120,747 

0.28% 

1,805,462,594 

97.55% 

4,515,184 

0.24% 

1,809,977,778 

97.79% 

4,298,632 

0.23% 

1,814,276,410 

98.03% 

4,221,000 

0.23% 

1,818,497,410 

98.25% 

4,024,883 

0.22% 

1,822,522,293 

98.47% 

3,889,767 

0.21% 

1,826,412,060 

98.68% 

3,309,158 

0.18% 

1,829,721,218 

98.86% 

3,087,671 

0.17% 

1,832,808,889 

99.03% 

2,714,043 

0.15% 

1,835,522,932 

99.17% 

2,654,307 

0.14% 

1,838,177,239 

99.32% 

2,322,904 

0.13% 

1,840,500,143 

99.44% 

1,700,096 

0.09% 

1,842,200,239 

99.54% 

1,602,150 

0.09% 

1,843,802,389 

99.62% 

1,400,000 

0.08% 

1,845,202,389 

99.70% 

1,002,100 

0.05% 

1,846,204,489 

99.75% 

932,474 

0.05% 

1,847,136,963 

99.80% 

905,674 

0.05% 

1,848,042,637 

99.85% 

627,042 

0.03% 

1,848,669,679 

99.89% 

560,573 

0.03% 

1,849,230,252 

99.92% 

361,397 

0.02% 

1,849,591,649 

99.93% 

255,386 

0.01% 

1,849,847,035 

99.95% 

248,472 

0.01% 

1,850,095,507 

99.96% 

214,790 

0.01% 

1,850,310,297 

99.97% 

163,638 

0.01% 

1,850,473,935 

99.98% 

122,732 

0.01% 

1,850,596,667 

99.99% 

100,000 

0.01% 

1,850,696,667 

99.99% 

100,000 

0.01% 

1,850,796,667  100.00% 

0 

0.00% 

1,850,796,667  100.00% 

0 

0.00% 

1,850,796,667  100.00% 

0 

0.00% 

1,850,796,667  100.00% 

(1.750.000) 

(1.750.000) 

$1,849,046.667  100.00%     $1,849.046,667 
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Budget  Balancers  by  Category 

Of  the  total  $54.1  million  in  proposed  budget  balancers, 
the  Executive  Budget  recommendation  includes  $30.9 
million  or  57  percent  in  expenditure  reductions,  and 
$23.2  million  or  43  percent  in  revenue  increases  and 
adjustments.  Table  2  shows  the  biennial  total  in  nine 
budget  balancer  categories. 


A  separate  table  and  discussion  for  each  of  the  nine 
categories  of  budget  balancers  highlight  the  reductions 
recommended  in  the  Executive  Budget.  The  page 
numbers  in  each  table  refer  to  the  agency  section  in  this 
document  where  each  proposal  is  discussed  in  more 
detail. 


Table  2 

Executive  Budget  Balancers 
General  Fund/SEA  -  1995  Biennium 

Type 

Biennium 

Percent 

of  Total 

Expenditure  Measures 

Local  Government/School  Impacts 
Caseloads/Benefit/Provider  Rate  Decreases 
Reductions  in  Agency  Budgets  (HB  2) 
Other  Appropriation  Bills  Reduction 
Other  Expenditure  Reductions 

($12,332,189) 

(11,811,626) 

(6,147,689) 

(150,000) 

(416.354) 

22.80% 

21.83% 

11.36% 

0.28% 

0.77% 

Subtotal 

($30,857,858) 

57.04% 

Revenue  Measures 
Funding  Switches 
Fee  Increases 
Fund  Balance  Transfers 
Other 

($7,983,815) 
(3,643,580) 
(3,462,000) 
(8,148,250) 

14.76% 
6.74% 
6.40% 

15.06% 

Subtotal 

($23,237,645) 

42.96% 

Total 

($54,095,503) 

100.00% 
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Expenditure  Measures 

Local  Government/School  Impact 

The  Executive  Budget  proposes  $12.3 
million  of  budget  balancers  that  would 
reduce  pass-through  funds  to  or  increase 
costs  for  local  communities  and  schools. 
Reductions  to  local  schools  total  $11.4 
million  (OPI  reductions  plus  60  percent 
of  state  lands  equalization  payments), 
while  reductions  to  local  governments 
total  $0.9  million.  Table  3  lists  these 
impacts  by  administering  agency.  A 
description  of  each  proposal  is  on  the 
pages  referenced  in  the  table.  The 
proposals  affecting  the  Office  of  Public 
Instruction  are  discussed  more 
thoroughly  below. 

The  Executive  Budget  proposes  four 
changes  that  will  reduce  School 
Equalization  Account  (SEA)  expenditures 
in  fiscal  1995,  and  two  changes  that  will  affect  SEA 
revenues  in  fiscal  1994  and  fiscal  1995.  State  support 
for  K-12  education  totalled  $803.1  million  during  the 
1993  biennium  and  was  projected  to  increase  by  $8.9 
million  during  the  1995  biennium.  The  Executive 
Budget  estimates  that  the  proposed  changes  would 
reduce  state  costs  by  $11.3  million  during  the  1995 
biennium. 

1)  Reduce  Funding  Formula  by  1.5  Percent  -  Direct 
state  aid  and  guaranteed  tax  base  (GTB)  aid  payments 
would  be  lowered  $5.2  million  by  reducing  the  district 
basic  entitlement  and  the  per-ANB  entitlement  by  1.5 
percent  in  fiscal  1995.  The  basic  entitlement  and  per- 
ANB  entitlement  were  enacted  in  House  Bill  667  (HB 
667)  during  the  1993  legislative  session.  Table  4  shows 
the  changes  to  these  entitlement  levels. 


Table  3 

Local  Government/School  Impact 

General  Fund  - 1995  Biennium 

LFA 

Agency/Type 

Biennium 

Page# 

Judiciary 

Local  citizen  review  board 

($113,232) 

A-ll 

Office  of  Public  Instruction 

Reduce  funding  formula  by  1.5% 

(5,203,000) 

E-3 

Delay  inclusion  of  special  ed.  ANB 

(4,617,000) 

E-3 

Reduce  budget  increase  limits  to  2% 

(790,000) 

E-4 

Reduce  disincentive  for  consolidation 

(680,000) 

E-4 

Highway  Traffic  Safety 

$50  of  DUI  reinstatement  to  GF 

(600,000) 

A-27 

Montana  State  Library 

Reduce  grants  to  public  libraries 

(63,957) 

D-5 

State  Lands 

Eliminate  state  lands  equilization  payments 

(265.000) 

C-7 

Total 

($12,332,189) 

Note:  An  additional  $235,425  of  local  government  impact  is  incurred 

through  funding  switches. 

Table  4 

Proposed  Changes  in  Basic  and  per-Student 

Entitlements 

Fiscal  1995 

Elementary 

High  School 

Current         Proposed 

Current           Proposed 

Basic 

$18,000           $17,730 

$200,000           $197,000 

Entitlement 

Per-ANB 

3,500               3,448 

4,900                 4,826 

Entitlement 
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This  proposal  would  reduce  allowable  maximum  and 
minimum  school  district  budgets.  Direct  state  aid  is  40 
percent  of  the  minimum  allowable  budget  and  GTB  aid 
is  a  function  of  minimum  budgets.  Reducing  the 
minimum  allowable  budget  would  reduce  direct  state 
aid  and  GTB  aid.  Schools  may  respond  by  either:  1) 
lowering  fiscal  1995  budgets  below  what  they  would 
have  been  in  the  absence  of  the  proposal  in  order  to 
minimize  the  upward  pressure  on  local  school  district 
property  taxes;  or  2)  raising  school  district  property 
taxes  to  fully  or  partially  offset  the  decrease  in  state 
support.  The  reduction  in  the  funding  formula  is 
intended  to  be  permanent. 

2)  Delay  Inclusion  of  Special  Education  ANB  -  Direct 
state  aid  and  GTB  would  be  reduced  by  $4.6  million  by 
delaying  inclusion  of  full-time  special  education 
students  in  the  average  number  belonging  (ANB)  count. 
Under  HB  667,  full-time  special  education  students 
enrolled  in  fiscal  1994  will  be  counted  for  ANB  purposes 
beginning  in  fiscal  1995.  Those  schools  with  significant 
populations  of  full-time  special  education  students  will 
receive  additional  state  aid  in  fiscal  1995  as  a  result  of 
that  provision.  The  schools  may  also  realize  reduced 
property  tax  levies  as  a  result  of  the  increase  in  state 
aid.  The  increase  in  ANB  due  to  this  inclusion  is 
expected  to  be  approximately  2,000  in  fiscal  1995.  The 
executive  proposes  delaying  the  inclusion  of  these 
special  education  students  in  the  ANB  count  until  fiscal 
1996.  The  proposal  would:  1)  reduce  the  maximum  and 
minimum  allowable  budget  levels  relative  to  what  they 
would  have  been  under  current  law,  holding  them 
constant  at  fiscal  1994  levels;  and  2)  delay  the  increased 
aid  and  the  associated  property  tax  relief  until  1996. 

3)  Reduce  Budget  Increase  Limits  to  2  Percent  -  GTB  aid 
would  be  reduced  $0.8  million  by  reducing  the 
permissive  allowable  growth  for  all  schools  to  2  percent 
per  year  or  2  percent  per  ANB  per  year.  Under  HB  667, 
the  district  trustees  are  allowed  to  increase  budgets  by 
the  larger  of  4  percent  per  year  or  4  percent  per  ANB 
per  year,  without  voter  approval.  For  schools  with 
prior-year  budgets  above  the  minimum  allowable  level, 
this  provision  has  no  effect  on  state  support  costs. 


However,  for  schools  below  the  minimum  allowable 
budget,  the  slower  the  rate  at  which  school  budgets  are 
allowed  to  grow  toward  the  minimum,  the  slower  the 
growth  in  state  GTB  costs.  More  school  budgets  would 
remain  below  the  minimum  allowable  level  longer  than 
under  current  law,  although  all  would  still  attain  the 
minimum  level  at  the  end  of  fiscal  1998.  In  addition  to 
saving  the  state  GTB  aid,  the  proposal  may  retard  the 
growth  in  local  property  taxes  for  these  schools  if  voters 
deny  growth  greater  than  2  percent. 

4)  Reduce  Disincentive  for  Consolidation  -  Direct  state 
aid  would  be  reduced  by  $0.7  million  by  requiring  high 
school  districts  with  less  than  35  ANB  located  within  25 
miles  of  another  high  school  to  pay  one-half  of  the  state 
share  of  the  basic  entitlement  of  $80,000.  Under  HB 
667,  the  basic  high  school  entitlement  is  $200,000, 
regardless  of  size  or  distance  from  the  nearest  high 
school.  The  state  pays  40  percent  or  $80,000  in  direct 
state  aid.  In  fiscal  1995  there  will  be  17  high  schools 
that  have  fewer  than  35  students  and  are  closer  than  25 
miles  to  the  nearest  high  school.  The  districts  affected 
would  be  required  to  fund  the  loss  in  state  aid  through 
district  or  other  non-state  sources. 

5)  Revenue  Changes  -  In  addition  to  changes  in  the  SEA 
expenditures,  the  Executive  Budget  proposes:  1) 
reducing  revenues  in  the  SEA  by  allowing  the 
Department  of  Revenue  to  allocate  tax  collection  costs; 
and  2)  depositing  $37.1  million  prior  year  coal  severance 
tax  revenue,  which  is  currently  in  the  coal  tax  bond 
fund,  in  the  permanent  trust.  These  funds  have  been 
withheld  from  transfer  due  to  a  change  in  legislation 
during  the  January  1992  special  session  which  removed 
transfer  authority  from  the  Department  of  Revenue. 
The  deposit  in  the  permanent  trust  would  allow  these 
funds  to  be  invested  in  long-term  securities  and  would 
increase  interest  earnings  to  the  general  fund  and  the 
SEA  in  fiscal  1994  and  to  the  general  fund  in  fiscal 
1995. 

Table  5  shows  the  combined  effect  on  state  support  in 
fiscal  1995  for  three  of  these  expenditure  proposals  . 
The  table  does  not  reflect  the  effect  of  the  executive 
proposed  reduction  in  the  state  share  of  the  basic 
entitlement  for  small  non-isolated  high  schools. 
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The  executive  proposal  to  reduce  the  funding  formula  by 
1.5  percent  in  fiscal  1995  would  reduce  state  support  for 
all  schools  equally,  except  for  schools  with  prior  year 
budgets  below  the  minimum  allowable  level.  These 
schools  would  receive  less  direct  state  aid,  but  the 
amount  of  GTB  they  receive  would  change  only 
minimally.  These  schools,  however,  may  receive 
significantly  less  GTB  than  under  current  law  if  the 
proposal  restricting  budget  growth  to  2  percent  per  year 
or  2  percent  per  ANB  per  year  were  to  become 
constraining. 

Table  5  also  shows  that  the  larger  schools  would  realize 
the  largest  percentage  reduction  in  state  support.  This 
is  mainly  due  to  the  concentration  of  special  education 


students  in  large  school  districts.  The  school  districts  in 
Great  Falls,  Billings  and  Missoula  account  for  44 
percent  of  all  special  education  students.  These  schools 
also  have  lower  than  average  wealth  per  student  as 
measured  by  taxable  value  per  ANB. 

Some  schools  would  realize  reductions  in  state  support 
of  less  than  2  percent  as  a  result  of  the  executive 
proposals.  These  schools  either  have  low  proportions  of 
special  education  students  or  are  below  the  minimum 
allowable  budget.  The  majority  of  these  schools  are 
small.  However,  the  effect  on  small  high  schools  may  be 
larger  than  shown  in  the  table  due  to  loss  of  state 
support  for  the  basic  entitlement. 


Table  5 

Effect  of  Executive  Proposal  on  State  Support  for  K-12  Education* 

Fiscal  1995 

Percent  Reduction 
State  Support 

Number 
of  Schools 

Average  Reduction 

State  Support 

(percent) 

Number  of 
ANB  (w/  Sp.  Ed) 

Average 
School  Size 

Average 

Taxable 

Value/ANB 

Special 

Education  ANB 

as  Percent  of  All 

ANB 

Elementary 

More  than  3  % 

26 

-3.83 

33,760 

1,298 

$10,326 

2.65 

2%  to  3% 

46 

-2.50 

45,290 

985 

10,860 

1.11 

1%  to  2% 

270 

-1.48 

32,727 

121 

22,827 

0.18 

Less  than  1% 

12 

-0.87 

1,321 

110 

21,981 

0.00 

All  Elementaries 

354 

-2.60 

113,098 

319 

$14,183 

1.28 

High  Schools 
More  than  3% 

19 

-3.49 

20,989 

1,105 

$26,621 

2.14 

2%  to  3% 

31 

-2.48 

10,314 

333 

28,578 

1.03 

1%  to  2% 

107 

-1.55 

15,332 

143 

46,158 

0.2 

Less  than  1% 

7 

-0.74 

1,145 

164 

45,159 

07 

All  High  Schools 

164 

-2.52 

47,780 

291 

$33,757 

1.24 

*Executive  proposal  includes:  Reduce  funding  formula  1.5%, 
budgets  by  2  percent  per  year  or  2  percent  per  ANB  per  year 

delay  inclusion 

of  special  ed  ANB 

require  vote  to  increase 

Summary  23 


OVERVIEW  OF  EXECUTIVE  "BUDGET  BALANCERS" 


Caseloads/Benefit/Provider  Rate  Decreases 

The  Executive  Budget  projects  that  certain  general  fund 
costs  associated  with  human  services  programs  will 
decrease  $11.8  million  during  the  1993  biennium,  due  to 
reduced  caseloads  and  benefits,  and  provider  rate 
decreases.  This  reduction  represents  21.8  percent  of  all 
proposed  budget  balancers.  Total  fund  reductions  from 
these  proposals  are  approximately  $39  million, 
including  a  loss  of  approximately  $27  million  in  federal 
matching  funds.  Medicaid  benefit  and  reimbursement 
reductions  account  for  about  95  percent  of  the  projected 
savings,  with  the  remainder  from  the  elimination  of  the 
Silicosis  Program  and  elimination  of  state  support  for 
Big  Brothers  and  Sisters.  The  proposals  are 
summarized  in  Table  6. 

Medicaid  benefit  and  reimbursement  proposals  include 
the  following:  1)  reductions  in  optional  medical 
services;  2)  increases  in  co-payments;  3)  reduced  limits 
on  personal  care  services;  4)  limits  on  mental  health 
services;  5)  limits  on  services  for  the  medically  needy;  6) 
reduced  outpatient  hospital  reimbursements;  and  7) 
changes  in  nursing  home  eligibility/property 
reimbursement.  Among  the  concerns  raised  in  the 
review  of  these  proposals  on  the  pages  referenced  in  the 
table  are  the  potential  impacts  of  cost  shifts  to  other 
programs  from  reductions  or  elimination  of  services. 

Reductions  in  Agency  Operating  Budgets 

Of  the  $54.1  million  in  budget  balancers,  11.4  percent, 
or  $6.1  million  are  reductions  in  agency  operational 
budgets.  This  total  excludes  reductions  —  such  as  pass- 
through  funds  to  local  governments,  fund  balance 
transfers,  and  funding  switches  -  that  don't  reduce  the 
funding  for  agencies'  internal  operations. 


Table  6 

Caseloads/Benefit/Provider  Rate  Decreases 

General  Fund  -  1995  Biennium 

LFA 

Agency/Type 

Biennium 

Page  # 

Labor  &  Industry 

Eliminate  silicosis  program 

($353,956) 

B-7 

SRS 

Eliminate  adult  podiatry  services 

(2,500) 

B-12 

Eliminate  adult  audiology  services 

(10,500) 

B-12 

Reduce  physical,  speech  &  occupa.  services 

(63,400) 

B-12 

Eliminate  adult  eyeglasses  &  optical  services 

(315,400) 

B-12 

Eliminate  adult  denture  &  dental  services 

(869,100) 

B-12 

Increase  pharmacy  copay 

(27,400) 

B-14 

Increase  copay  limit 

(112,000) 

B-14 

Increase  inpatient  hospital  coinsurance 

(358,500) 

B-14 

Reduce  personal  care  services  limit 

(151,100) 

B-15 

Limit  number  of  mental  health  services 

(202,400) 

B-17 

Limit  number  of  day  treatment  services 

(300,000) 

B-17 

Capitate  adult  mental  health  services 

(19,400) 

B-17 

L>mit  services  for  medically  needy  to  primary 

and  preventive  care 

(7,570,200) 

B-18 

Reduce  outpatient  hospital  reimbursement 

(474,900) 

B-21 

Delay  implementation  of  nursing  home 

property  reimbusement  changes 

(466,700) 

B-21 

Income  limit  for  nursing  home  eligibility 

(241,300) 

B-21 

Family  Services 

Eliminate  support  for  Big  Brothers  &  Sisters 

(272.870) 

B-25 

Total 

($11,811,626) 

Included  in  the  $2.9  million  of  personal  services 
reductions  is  the  elimination  of  an  estimated  91.50  FTE. 
Recommendations  include:  1)  45.0  FTE  from 
streamlining  the  Property  Valuation  Division  (DOR);  2) 
15.5  FTE  from  elimination  of  the  Meat  and  Poultry 
Inspection  Program  (Department  of  Livestock);  3)  11.75 
FTE  from  the  reduction  of  drivers'  license  service 
stations  in  the  Department  of  Justice;  and  4)  9.0  FTE 
in  the  Department  of  Natural  Resources  and 
Conservation  plus  5.0  FTE  in  the  Department  of  State 
Lands,  primarily  from  reorganization.  The  remaining 
personal  services  reduction  is  to  be  achieved  by  vacancy 
savings  in  some  agencies. 


Table  7  shows  the  reductions  to  agency  operations  in  the 
Executive  Budget.  Of  the  34  agencies  with  general  fund 
listed  in  the  table,  15  have  operating  reductions.  Over 
57  percent  of  the  operating  budget  reductions  are  in  two 
agencies,  the  Montana  University  System  (including 
faculty  reductions  from  increased  course  loads,  athletic 
program  reductions,  and  elimination  of  state  funding  for 
excess  credits)  and  the  streamlining  of  the  Property 
Valuation  Division  in  the  Department  of  Revenue. 


Not  included  in  the  personal  services  funding  reductions 
are  the  estimated  reduction  of  8.5  FTE  when  the  Local 
Government  Audit/Review  function  is  transferred  from 
the  Department  of  Commerce  to  the  Office  of  the 
Legislative  Auditor.  Proposed  FTE  reductions  by 
agency  are  shown  in  Table  15  at  the  end  of  this 
overview  section. 
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Table  7 

Reductions  in  Agency  Operating  Budgets 

General  Fund  -  1995  Biennium 


Agency 


Biennium  Total   - 

Personal 

Services      Operating      Equip, 


Total 


LFA 
_Page# 


Montana  University  System* 

Revenue 

Natural  Resources  and  Cons. 

Justice 

State  Lands 

Livestock 

Corrections  and  Human  Ser. 

Commerce 

Montana  Historical  Society 

Agriculture 

Military  Affairs 

Montana  Library  Commission 

State  Auditor 

Montana  Arts  Council 

Secretary  of  State 

Highway  Traffic  Safety 

Governor's  Office 

Board  of  Public  Education 

Commissioner  of  Pol.  Practices 

School  for  the  Deaf  and  Blind 

Legislative  Auditor 

Office  of  Public  Instruction 

Environmental  Quality  Council 

Health  and  Environmental  Sci. 

Judiciary 

Board  of  Crime  Control 

Social  and  Rehabilitation  Ser. 

Administration 

Legislative  Council 

Fish,  Wildlife,  and  Parks 

Transportation 

Department  of  Family  Services 

Labor  and  Industry 

Legislative  Fiscal  Analyst 

Total 


$0 

(1,200,000) 

(415,651) 

(424,338) 

(297,303) 

(245,558) 

0 

(114,044) 

(133,649) 

0 

(31,690) 

(27,000) 

(17,500) 

0 

0 

0 

0 

0 

0 

0 

0 

2,000 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 


($2,325,000) 

0 

(84,862) 

38,520 

(61,728) 

(115,897) 

(355,036) 

(105,956) 

0 

(100,209) 

(32,758) 

(15,000) 

(20,800) 

(17,623) 

(10,700) 

0 

0 

0 

0 

0 

0 

(2,000) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 


$0 
0 
0 
0 

(10,945) 
(2,462) 
0 
0 
0 
0 
0 

(18,000) 
0 
0 
(2,500) 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 


($2,325,000) 

(1,200,000) 

(500,513) 

(385,818) 

(369,976) 

(363,917) 

(355,036) 

(220,000) 

(133,649) 

(100,209) 

(64,448) 

(60,000) 

(38,300) 

(17,623) 

(13,200) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 


E-10 

A-33 

C-16 

A-28 

C-6 

C-ll 

D-9 

C-25 

D-7 

C-22 

A-43 

D-4 

A-20 

D-l 

A-15 

A-26 

A-13 

E-5 

A-18 

E-7 

A-l 

E-l 

A-l 

B-l 

A-ll 

A-24 

B-9 

A-36 

A-l 

C-3 

A-31 

B-24 

B-6 

A-l 


($2,904,733)  ($3,209,049)  ($33,907)  ($6,147,689) 


"Appropriations  to  the  Montana  University  System  are  not  made  in  the  categories  shown. 


Other  Appropriations  Bill  Reduction 

The  Executive  Budget  proposes  the  reduction  of 
$150,000  (20  percent)  of  the  appropriation  for  the  House 
Bill  145  Health  Care  Authority  (additional  detail  on 
page  B-2  of  this  document). 

Other  Expenditure  Reductions 

Table  8  shows  an  additional  $0.4  million  in  expenditure 
reductions,  including  reductions:  1)  in  Department  of 
Administration  computer  services  and  rent  fees  charged 
to  other  state  agencies;  and  2)  in  debt  service  costs  from 
reduced  bonding  at  the  Montana  State  Prison,  discussed 
on  page  F-3  of  this  document.  The  Executive  Budget 
proposed  two  fixed  cost  adjustments  briefly  described  in 


this  document  on  pages  A-38  and  A-39.  Both  apply  to 
Department  of  Administration  programs,  but  the  final 
impact  is  in  the  various  state  agencies  served  by  those 
programs.  Therefore,  they  are  discussed  here  as 
statewide  issues. 


Table  8 
Other  Expenditure  Reductions 
General  Fund  -  1995  Biennium 

Agency/Type                               Biennium 

LFA 
Page  # 

DofA  Computer  and  Rental  Rates               ($224,354) 
MSP  P,.hlir  RiHHing/RonH  Waiver                  (192.000) 

Total                                                                              ($416,354) 

A-38 
F-3 
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1)  Fixed  Costs  -  Computer  Processing 
-  The  Executive  Budget  proposes  a 
rate  reduction  for  computer 
processing  services  for  which  the 
Information  Services  Division  bills 
user  agencies.  The  1995  biennium 
budget  includes  significant  decreases 
in  the  cost  of  these  services  because 
the  rates  for  computer  processing 
were  reduced  by  30  percent  and  38 
percent  in  fiscal  years  1994  and  1995 
respectively.  The  department  has 
further  revised  rates  for  fiscal  1994 
and  fiscal  1995  to  reflect  an 
additional  3.5  percent  decrease 
retroactive  to  July  1,  1993.  The 
executive  proposal  exempted  federal 
sources  from  this  budget  adjustment 
and,  similarly,  exempted  any 
programs  that  were  minimally 
impacted.  The  total  savings  in  fiscal 
year  1994  is  estimated  to  be 
$141,668,  of  which  $77,129  would  be 
general  fund  savings.  For  fiscal 
1995,  the  savings  is  estimated  to  be 
$146,372,  of  which  $83,752  would  be 
general  fund.  A  list  of  the  budget 
reductions  by  agency  and  program  is 
included  in  the  Executive  Budget, 
page  A-21. 

2)  Fixed  Costs  -  Rental  Rates  -  The 
Executive  Budget  proposes  a 
reduction  in  the  rental  rate  for 
capitol  complex  office  space.  The  rate 
charged  various  agencies  has  been 
reduced  by  approximately  1.4  percent 

in  fiscal  1994  and  2.5  percent  in  fiscal  1995.  The 
Executive  Budget,  page  A-23,  includes  a  list  by  agency 
and  program  of  the  reductions  proposed  for  various 
state  agencies.  The  total  budget  reduction  statewide 
would  be  $40,698  ($22,973  general  fund)  in  fiscal  1994 
and  $73,216  ($40,500  general  fund)  in  fiscal  1995. 


Table  9 

Funding  Switches 

General  Fund  - 1995  Biennium 

LFA 

Agency/Type 

Biennium 

Page# 

Governor's  Office 

Paying  program  costs  through  SFCAP 

($321,249) 

A-14 

Crime  Control 

Increase  federal  match  funds 

(6,000) 

A-25 

Revenue 

Nat.  resource  &  corp.  tax  program  cost  payment 

through  collections  * 

(662,000) 

A-34 

Administration 

Accounting  cost  payment  through  SFCAP 

(465,216) 

A-37 

Personnel  cost  payment  through  SFCAP 

(502,386) 

A-37 

Military  Affairs 

Federal  funds  for  an  accounting  tech.  \  insurance 

(37,966) 

A-44 

Family  Services 

State  timber  revenue  for  program  costs 

(118,400) 

B-26 

State  Lands 

Revision  of  slash  laws 

(143,240) 

C-8 

Livestock 

Centralized  services  replacement  with  SSR 

(90,708) 

C-12 

Natural  Resources  &  Conservation 

Eliminate  clean  coal  program  ** 

(56,850) 

C-18 

RIT  from  Bureau  of  Mines  to  replace  GF 

(100,000) 

C-19 

School  for  Deaf  &  Blind 

State  timber  revenue  for  program  costs 

(16,800) 

E-8 

University  System 

Capture  additional  6  mill  levy  revenue 

(2,863,000) 

E-14 

Long  Range  Planning  -  House  Bill  5 

Replace  with  coal  tax  revenue 

(2,600.000) 

F-l 

Total 

($7,983,815) 

*    Will  reduce  local  government  revenues  by  $232,000  each  fiscal  year. 

**  Will  reduce  local  government  revenues  by_$_3j425 

each  fiscal  year. 

Revenue  Measures 

Funding  Switches 

Funding  switches  account  for  14.8  percent  of  the 
proposed  executive  budget  balancers.  The  executive 
proposes  to  save  nearly  $8.0  million  general  fund  by 
substituting  other  funding  sources,  as  shown  in  Table  9. 
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While  these  funding  switches  reduce  agencies'  general 
fund  appropriations,  they  do  not  reduce  the  total  funds 
available  for  expenditure.  The  specifics  of  each  funding 
switch  are  discussed  on  the  pages  referenced  in  Table  9. 
The  proposed  Department  of  Administration  statewide 
cost  allocation  plan  funding  switch  is  discussed  below. 

Statewide  Cost  Allocation  Plans  -  Costs  of  centralized 
services  are  allocated  to  various  state  programs  in 
different  ways.  The  cost  of  some  services  (such  as 
computer  services,  warrant  writing,  payroll  services, 
etc.)  are  recovered  through  fees  paid  to  the  service 
agency  by  the  program.  Federally  funded  programs 
usually  include  indirect  cost  assessments  that  are  part 
of  the  grant  request  and  are  based  upon  a  negotiated 
formula.  The  following  relates  to  the  Executive  Budget 
proposal  regarding  the  recovery  of  indirect  costs. 

It  is  generally  held  that  the  cost  of  a  program  or 
function  within  an  organizational  structure,  such  as 
state  government,  is  not  limited  to  those  costs 
appropriated  directly  to  the  agency  or  program  for  its 
operation.  Besides  the  personal  services,  operating 
expenses,  equipment,  etc.,  of  the  specific  function,  there 
are  "overhead"  costs  which  should  also  be  considered 
costs  of  the  program  or  function  of  government  that  is 
being  reported.  In  Montana  state  government,  many 
agencies  provide  services  to  other  state  agencies  without 
receiving  a  fee  for  those  services.  Statewide  services 
related  to  accounting,  budgeting,  personnel,  purchasing, 
etc.,  contribute  in  varying  degrees  to  the  operation  of 
each  individual  program,  and  the  costs  of  those 
statewide  services  need  to  be  recognized  as  part  of  the 
cost  of  the  individual  function  or  program. 

Currently,  in  Montana  state  government,  these 
centralized  services  are  allocated  among  state  agencies 
by  the  Statewide  Cost  Allocation  Plan  (SWCAP).  This 
is  a  complicated  accounting  exercise  which  allocates  (on 
paper)  the  applicable  costs  of  the  various  centralized 
service  programs  to  all  other  state  agencies.  The 
SWCAP  distribution  of  costs  is  then  used  by  individual 
agencies  in  negotiations  with  federal  grantor  agencies 
for  the  inclusion  of  indirect  costs  in  federal  grants. 
Individual  agencies  also  recover  indirect  costs  from  the 
federal  authority  for  certain  departmental 
administrative  functions.  The  portion  of  indirect  cost 
recoveries  that  relates  to  the  allocation  of  statewide  (not 
departmental)     centralized     services     is     currently 


deposited  to  the  general  fund.  For  the  most  part,  the 
budgets  of  the  applicable  statewide  services  are 
appropriated  from  the  general  fund.  The  use  of  the 
SWCAP  allocations  is  currently  limited  to  the  recovery 
of  indirect  costs  from  federal  sources. 

The  Executive  Budget  proposal  has  two  parts.  First,  the 
proposal  assumes  that  the  SWCAP  cost  recoveries  from 
federal  sources  are  not  maximized.  Therefore,  the 
proposal  would  encourage  enhanced  efforts  in  the 
negotiation  of  indirect  cost  recoveries. 

Second,  the  proposal  would  expand  the  scope  of  indirect 
cost  recoveries  to  include  recoveries  of  statewide 
centralized  services  costs  from  other  non-general  fund 
sources  such  as  programs  funded  from  state  special 
revenue  accounts  or  proprietary  accounts.  This  part  of 
the  proposal  is  referred  to  as  the  State  Funds  Cost 
Allocation  Plan  (SFCAP).  The  centralized  programs 
that  are  included  in  this  proposal  are  the  Governor's 
Office  of  Budget  and  Program  Planning  (OBPP),  and  the 
Department  of  Administration  Accounting  and  State 
Personnel  Programs. 

In  both  parts  of  this  proposal,  the  cost  recoveries  would 
be  deposited  into  a  state  special  revenue  account,  from 
which  a  portion  of  the  budgets  of  the  three  programs 
would  be  appropriated.  Therefore,  the  general  fund 
would  no  longer  receive  the  portion  of  SWCAP 
recoveries,  estimated  in  the  executive  proposal  to  be 
$400,000  in  general  fund  revenue  loss  in  each  fiscal 
year.  The  other  source  of  funds  in  the  new  state  special 
account  would  be  moneys  transferred  from  various  non- 
general  fund  agencies  under  SFCAP. 

This  proposal  adds  0.50  FTE  to  the  Department  of 
Administration  Accounting  Program  at  a  cost  of  $10,918 
(shown  as  0.25  FTE)  in  fiscal  1994  and  $18,692  in  fiscal 
1995.  This  position  is  to  be  funded  half  from  the 
SWCAP  collections  and  half  from  the  SFCAP  collections, 
and  would  oversee  SWCAP  recoveries  and  implement 
SFCAP  recoveries. 

While  this  proposal  does  not  increase  or  decrease  total 
costs  of  the  Office  of  Budget  and  Program  Planning  and 
the  Department  of  Administration  (except  for  the 
addition  of  0.5  FTE),  it  does  result  in  a  new  cost  to 
various  non-general  fund  agencies  that  will  be  assessed 
for  costs  of  these  statewide  centralized  services.  Where 
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non-general  fund  revenue  is  from  adjustable 
sources  (i.e.,  fees,  rates,  assessments), 
revenues  might  be  increased  to  cover  the 
increased  cost.  If  the  revenue  source  is  fixed, 
the  recovery  of  indirect  costs  might  reduce 
moneys  available  for  programs  or 
distributions.  The  implementation  of  SFCAP 
may  allow  a  closer  estimate  of  the  real  cost  of 
some  state  programs. 

The  Executive  Budget  proposes  significant 
changes  to  the  funding  of  the  Office  of  Budget 
and  Program  Planning,  and  the  Department 
of  Administration  Accounting  Program  and 
State  Personnel  Division.  It  should  be 
recognized  that  these  are  not  reductions  to 
programs,  but  rather  are  considered  funding 
switches,  and  may  or  may  not  result  in 
increased  fees,  assessment,  etc.,  in  various 
non-general  fund  programs. 

Using  Executive  Budget  proposal  figures,  the 
following  impacts  are  shown  in  Table  10. 

There  are  a  number  of  issues  the  legislature 
may  wish  to  consider: 


1)  The  ending  fund  balance  for  the  state 
special  revenue  account  at  the  end  of 

the  1995  Biennium  would  be  $417,414, 
assuming  the  estimate  of  SWCAP  collections 
above  is  accurate.  This  means  that  the  new 
state  special  revenue  account  would  have  a 
significant  unappropriated  balance  which  would 
have  otherwise  offset  general  fund 
expenditures. 

2)  The  estimated  lost  general  fund  revenues  of 
$400,000  each  year  may  be  understated.  From 
state  accounting  records,  the  SWCAP  collections 
(excluding  prior  year  collections)  were  $495,629 
in  fiscal  1992  and  $603,604  in  fiscal  1993. 
Using  an  average  of  the  1992  and  1993 
collections  (approximately  $550,000)  for  fiscal 
1994  and  1995  estimates,  the  ending  fund 
balance  in  the  new  state  special  revenue 
account  for  the  biennium  would  be  $717,414, 
instead  of  $417,414. 


Table  10 

Analysis  of  SFCAP  Proposal 

Fiscal 

Fiscal 

1994 

1995 

General  Fund  Impact 

Reduce  general  fund  revenues 

($400,000)  ($400,000: 

Reduce  general  fund  appropriations 

466,472 

822,379 

Net  general  fund  impact 

$66,472 

$422,379 

State  Special  Revenue  (SSR)  Increase 

SWCAP  collections  to  SSR,  not  GF 

$400,000 

$400,000 

SFCAP  collections  to  SSR 

313,496 

622,379 

Total  state  special  revenue 

$713,496  $1,022,379 

Appropriations  from  SSR  to  Agencies 

Office  of  Budget  &  Program  Planning 

$116,269 

$204,980 

DofA  accounting  program  (0.5  FTE) 

10,918 

18,692 

DofA  accounting  program 

168,375 

296,841 

DofA  state  personnel  division 

181,828 

320,558 

Total  Appropriations  from  SSR 

$477,390 

$841,071 

Beginning  SSR  Fund  Balances 

$0 

$236,106 

ADD:  Total  state  special  revenue 

713,496 

1,022,379 

SUBT:  Total  appropriations  from  SSR 

(477,390) 

(841,071. 

Ending  SSR  fund  balance 

$236,106 

$417,414 

3) 


Would  it  be  necessary  to  deposit  these  cost 
recovery  collections  in  the  state  special  revenue 
account  instead  of  the  general  fund  as  is 
currently  done  with  SWCAP  collections?  If  the 
SWCAP  and  SFCAP  collections  are  deposited  to 
the  general  fund,  the  unappropriated  balance 
discussed  above  would  offset  other  general  fund 
expenditures  as  intended  by  SWCAP.  This  is  an 
example  of  the  practice  of  earmarking  to  which 
the  criteria  in  Senate  Bill  378  (1993  Session, 
concerning  review  of  dedicated  revenue 
provisions)  can  be  applied.  On  one  hand,  the 
argument  can  be  made  that  there  is  a  direct 
benefit  between  the  source  of  funds  and  its  use, 
and  a  case  can  be  made  for  accounting  for  these 
funds  separately.  On  the  other  hand,  there  may 
be  a  loss  of  legislative  control  and  scrutiny  of 
these  funds,  and  there  are  some  accounting 
inefficiencies  created. 
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4)  If  the  philosophy  being  applied  in  SWCAP  and 
SFCAP  methodologies  is  to  allocate  a  fair  share 
of  indirect  costs  to  various  programs,  can  the 
SFjCAP  proposal  be  broadened  to  include  other 
statewide  centralized  service  costs  as  allocated 
under  SWCAP?  Can  SWCAP  be  broadened  to 
better  address  the  recovery  of  indirect  costs 
from  all  funding  sources  instead  of  establishing 
a  separate  cost  allocation  mechanism? 

5)  For  the  proposed  position  (0.5  FTE),  what  kind 
of  performance  goal  would  be  established  in 
regard  to  increasing  the  level  of  SWCAP 
recoveries? 

Fee  Increases 

The  Executive  Budget  proposes  $3.6  million  in 
fee/tuition  increases,  as  shown  in  Table  11.  The  largest 
increase  is  the  proposed  $3.5  million  tuition  increase  for 
non-residents  at  state  colleges  and  universities, 
discussed  in  Section  E.  Following  is  a  discussion  of  the 
proposed  $100,000  new  contract  management  fee  in  the 
Department  of  Administration. 


Table  11 

Fee  Increases 

General  Fund  -  1995  Biennium 

LFA 

Aeency/Type 

Biennium 

Page# 

Secretary  of  State 

Increased  legislator  filing  fee 

($10,080) 

A-16 

Commissioner  of  Political  Practices 

Increased  lobbyist  registration  fee 

(10,500) 

A-19 

State  Auditor 

Increased  insurance  agent  renewal  fee 

(23,000) 

A-21 

Administration 

New  fee  for  state  purchasing  contracts 

(100.000) 

A-38 

University  System 

Increased  non-resident  tuition 

(3.500.000) 

E-14 

Total 

($3,643,580) 

general  fund  in  the  1995  biennium.  Because  contracts 
are  generally  on  a  3-year  cycle,  this  proposal  would  be 
phased-in.  The  executive  proposal  estimates  that 
approximately  $100,000  would  be  deposited  to  the 
general  fund  in  the  1995  biennium  ($25,000  in  fiscal 
1994  and  $75,000  in  fiscal  1995).  In  future  biennia,  the 
monies  would  be  deposited  in  a  state  special  revenue 
account  which  would  be  appropriated  to  the  Purchasing 
Bureau  instead  of  being  deposited  in  the  general  fund. 

The  various  state  agencies  and  other  political 
subdivisions,  which  would  pay  this  fee,  would 
experience  increases  in  the  cost  of  purchasing  items 
which  are  included  in  purchasing  contracts.  The 
funding  of  these  various  agencies  would  vary,  but  some 
would  be  currently  funded  from  the  general  fund.  The 
impact  of  this  proposal  on  various  state  agencies  will 
depend  on  the  content  of  purchasing  contracts  awarded 
now  and  in  the  future,  and  has  not  been  detailed  at  this 
time.  In  future  biennia,  this  proposal  will  be  a  funding 
switch  for  a  portion  of  the  Purchasing  Bureau  budget. 
In  the  current  biennium  it  will  result  in  increased 
general  fund  revenue.  In  both  cases,  it  will  shift  some 
current  general  fund  costs  to  other  state  agencies  and 
political  subdivisions. 

While  this  method  of  allocating  centralized  service  costs 
differs  from  SFCAP,  it  should  obtain  similar  results, 
primarily  the  capture  of  the  actual  cost  of  certain 
purchasing  services  in  the  cost  centers  (programs)  that 
benefit  from  the  services.  Although  it  is  a  departure 
from  traditional  cost  allocation  plans,  this  mechanism 
does  allow  the  Purchasing  Bureau  to  recover  costs  from 
certain  non-state  sources  (other  political  subdivisions) 
which  benefit  from  state  purchasing  contracts. 

Fund  Balance  Transfers 


Contract  Management  Fees  for  State  Purchasing 
Contracts  -  As  another  form  of  allocating  the  costs  of  a 
centralized  service  agency,  the  Executive  Budget  also 
includes  a  proposal  to  implement  a  "contract 
management  fee"  as  a  means  of  funding  the  Department 
of  Administration  Purchasing  Bureau  (Procurement  and 
Printing  Division).  The  fee  would  be  collected  by 
vendors  who  are  awarded  purchasing  contracts  by  the 
state.  These  vendors  would  be  required  to  collect  the  fee 
from  state  agencies  and  other  political  subdivisions  that 
make  purchases  under  the  contract  terms.  The  vendor 
would  submit  or  "rebate"  those  fees  to  the  Purchasing 
Bureau  which  would   deposit  those   moneys   in  the 


The  Executive  Budget  proposes  that  $3.5  million  of 
funds  in  other  accounts  be  transferred  to  the  general 
fund  during  the  1995  biennium.  Table  12  shows  the 
recommended  transfers,  including  the  excess  university 
system  six  mill  levy  revenue,  which  would  offset  general 
fund  expenditures  rather  than  be  deposited  to  the 
general  fund. 
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Table  12 

Fund  Balance  Transfers 

General  Fund  -  1995  Biennium 


Agency/Type 


LFA 
Biennium  Page  # 


Crime  Control  Division 
Crime  victims  account 

University  System 
6  mill  levy  account 

Total 


(250,000)         A-25 
(3.212.000)  E-14 

(3,462,000) 


Other  Revenue  Measures 

Table  13  shows  $8.1  million  in  other  revenue  measures 
proposed  by  the  executive,  the  largest  being  the 
privatization  of  liquor  stores.  As  shown  in  the  table,  six 
of  the  proposals  are  discussed  in  sections  A,  C,  and  E  of 
this  document,  while  four  of  the  issues  are  discussed 
below. 


Table  13 

Other  Revenue  Measures 

General  Fund  -  1995  Biennium 

LFA 

Proposal 

Biennium 

Page* 

Privatize  liquor  stores 

($3,966,000) 

A-36 

Driver's  education  revenue  diversion 

(1.600,000) 

E-2 

Federal  fire  reimbuscment 

(6,250) 

C-9 

State  building  maintenance  fund  lost  interest 

176,000 

Below 

Coal  tax  bond  fund  error 

(1,848,000) 

Below 

Lost  SEA  revenue  from  Corp.  tax  proposal 

99,000 

Below 

Capitol  land  grant  timber  revenue 

(1,562,000) 

Below 

Decrease  of  SWCAP  general  fund  deposits 

800,000 

A-38 

Increase  payee  ID  number  data 

(160,000) 

A-22 

Bad  debt  collection  of  property  taxes 

(100,000) 

A  22 

Total 

($8,148,250) 

1)  State  Building  Maintenance  Fund  Lost  Interest  -  The 
executive  estimates  a  general  fund  interest  earnings 
loss  of  $175,000  as  a  result  of  establishing  a  state 
building  maintenance  fund.  The  reasons  are  discussed 
below. 

Chapter  722,  Laws  of  1991,  established  the  coal 
severance  tax  clean  coal  technology  fund  from  which  the 
state  could  invest  $5  million  per  fiscal  year  through 
fiscal  2000  for  approved  clean  coal  technology  projects. 
Chapter  515,  Laws  of  1993,  authorized  the  Department 
of  Natural  Resources  and  Conservation  (DNRC)  to  loan 
funds  to  the  Magnetohydrodynamics  Development 
Corporation  (MHD)  anticipating  MHD  would  be  selected 
by  the  federal  Department  of  Energy  for  clean  coal 


projects.  In  May,  1993  Montana  was  notified  that  MHD 
would  not  receive  the  federal  funding. 

The  executive  is  proposing  legislation  to  repeal  the  laws 
relating  to  clean  coal  technology  and  establish  a 
building  maintenance  fund  using  $5  million  of  coal 
severance  tax  each  year  for  the  next  seven  years 
beginning  in  fiscal  1994.  This  fund  would  be  used  to 
provide  statewide  building  maintenance.  Since  the 
executive  proposal  is  to  appropriate  the  coal  severance 
tax  revenue  which  would  otherwise  go  to  the  permanent 
trust  fund,  it  would  require  a  three-fourths  vote  by  both 
houses  of  the  legislature  for  approval.  This  requirement 
is  in  Article  IX,  Section  5,  of  the  Montana  Constitution 
which  states: 

Section  5.  Severance  tax  on  coal-trust  fund.-  The 
legislature  shall  dedicate  not  less  than  one-fourth 
(1/4)  of  the  coal  tax  to  a  trust  fund,  the  interest 
and  income  from  which  may  be  appropriated.  The 
principal  of  the  trust  shall  forever  remain 
inviolate  unless  appropriated  by  vote  of  three- 
fourths  (3/4)  of  the  members  of  each  house  of  the 
legislature.  After  December  31,  1979,  at  least 
fifty  percent  (50%)  of  the  severance  tax  shall  be 
dedicated  to  the  trust  fund. 

If  the  proposal  to  divert  coal  severance  tax  revenues  into 
a  building  maintenance  account  were  to  become  law,  the 
effect  would  be  two-fold.  First,  under  current  law,  coal 
tax  revenues  flow  from  the  coal  tax  bond  fund  through 
the  clean  coal  technology  fund  to  the  Treasure  State 
Endowment  Fund  (TSEF).  In  the  following  year,  one- 
half  of  the  previous  year's  inflow  is  deposited  in  the 
permanent  coal  trust  and  the  TSEF  retains  the 
remainder.  As  the  funds  pass  through  the  clean  coal 
technology  fund,  $5  million  per  year  is  available  at  the 
request  of  the  DNRC  for  clean  coal  technology  projects. 
Since  no  clean  coal  projects  are  currently  being 
considered,  no  diversions  of  the  $5  million  into  the  clean 
coal  technology  fund  will  be  made  and  the  total  amount 
will  flow  into  the  TSEF.  The  executive  proposal  would 
establish  a  new  diversion  of  the  $5  million  into  the 
building  maintenance  fund  in  fiscal  1994  and  fiscal 
1995.  Over  the  biennium,  the  TSEF  would  realize  a 
principal  loss  of  approximately  $7.5  million.  In  fiscal 
1994,  the  reduction  in  principal  is  the  amount  diverted 
to  the  building  maintenance  fund  during  fiscal  1994.  In 
fiscal  1995,  the  reduction  in  principal  is  the  amount 
diverted  to  the  building  maintenance  fund  in  fiscal  1995 
minus  one-half  of  the  fiscal  1994  amount  that  would 
have  been  returned  to  the  permanent  fund.  The 
reduction  in  the  TSEF  principal  will  reduce  TSEF 
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interest  earnings.  The  reduced  interest  earnings  to  the 
TSEF  special  revenue  fund  is  estimated  to  be  $466,000 
during  the  1995  biennium.  Because  this  diversion  is 
expected  to  continue  in  the  future,  the  TSEF  special 
revenue  account  would  continue  to  lose  interest 
earnings. 

The  general  fund  will  lose  interest  earnings  in  fiscal 
1995  as  a  result  of  the  executive  proposal.  Under 
current  law,  one-half  of  the  amount  diverted  to  the 
TSEF  in  fiscal  1994  will  be  returned  to  the  permanent 
trust  in  fiscal  1995.  Since  the  executive  proposal  would 
divert  $5.0  million  before  this  distribution,  an  interest 
earning  loss  of  $175,000  to  the  general  fund  is 
estimated.  Because  the  diversion  is  expected  to 
continue  in  the  future,  the  interest  loss  to  the  general 
fund  will  increase  in  future  years. 

2)  Correct  Coal  Tax  Bond  Fund  Error  -  Amendments 
made  to  17-5-703,  MCA,  during  the  January,  1993 
special  session  eliminated  the  clause  that  allowed  for 
transfers  of  excess  amounts  from  the  coal  trust  bond 
fund  to  the  permanent  trust  during  the  period  January 
1,  1992  through  July  1,  1993.  As  a  result,  coal 
severance  tax  revenue  collected  during  this  period  has 
been  held  in  the  coal  tax  bond  fund  earning  interest  at 
short  term  interest  rates  instead  of  long-term  rates. 
Under  current  law,  the  transfer  of  severance  tax 
revenue  from  coal  production  beginning  July  1,  1993,  is 
authorized  to  be  deposited  in  the  TSEF.  However, 
current  law  provides  no  guidance  on  where  the  excess 
balance  from  prior  years  should  be  transferred. 

The  executive  proposes  to  deposit  the  balance  of  the  coal 
tax  bond  fund  as  of  June  30,  1993  in  the  permanent 
trust  fund.  This  balance  is  $37.1  million.  Because  the 
funds  would  then  be  available  for  investment  in  long 
term  securities  instead  of  at  short-term  rates,  interest 
earnings  to  the  general  fund  and  the  school  equalization 
account  would  be  increased  in  fiscal  1994,  and  interest 
earnings  to  the  general  fund  would  be  increased  in  fiscal 
1995.  The  executive  estimates  the  increased  earnings 
would  be  $1,848  million  during  the  1995  biennium. 

Under  current  law,  coal  severance  tax  revenue  earned 
on  coal  production  beginning  July  1,  1993  is  deposited 
in  the  TSEF.  In  fiscal  1995,  one-half  of  the  previous 
year's  inflow  is  deposited  in  the  permanent  coal  trust 
and  the  TSEF  retains  the  remainder.  As  a  result,  the 
permanent  trust  fund  will  receive  no  coal  severance  tax 


revenue  during  fiscal  1994,  and  only  one-half  of  the 
fiscal  1994  receipts  in  fiscal  1995.  The  executive 
proposal  would  allow  one-half  of  fiscal  1994  coal 
severance  tax  receipts  to  be  deposited  in  the  permanent 
trust  fund  in  fiscal  1994.  Interest  earnings  from  the 
permanent  trust  fund,  deposited  in  the  general  fund  and 
the  SEA,  would  be  increased  by  $800,000  and  interest 
earnings  from  the  TSEF,  deposited  in  the  TSEF  special 
revenue  account,  would  be  decreased  by  a  like  amount. 
The  Executive  Budget  did  not  show  this  additional 
amount  to  the  general  fund,  nor  the  loss  in  revenue  to 
the  TSEF  special  revenue  account.  The  TSEF  special 
revenue  account  provides  grants  and  loans  for  qualified 
local  infrastructure  projects. 

The  revenue  impact  of  each  proposal  was  calculated  by 
the  executive  under  the  assumption  that  only  one  of  the 
proposals  would  become  law.  The  elimination  of  the  lag 
in  distributing  coal  severance  tax  revenue  to  the 
permanent  fund  contained  in  the  first  proposal  would 
change  the  revenue  impact  of  the  second  proposal.  If 
both  proposals  were  to  become  law,  the  loss  in  interest 
earnings  to  the  TSEF  by  diverting  $5  million  to  the 
building  maintenance  account  would  be  approximately 
$1.1  million  during  the  1995  biennium,  as  shown  in 
Table  14.  Interest  earnings  to  the  general  fund  and 
SEA  would  increase  by  $2.3  million,  less  than  the  $2.6 
million  estimate  if  the  first  proposal  alone  were  to 
become  law. 


Table  14 

Impact  of  Coal  Tax  Bond  Proposals, 

1995  Biennium 


Revenue  Impact 

Approval  of  Only  Coal  Tax 
Bond  Fund 

Approval  of  Both  Coal  Tax 
Bond  Fund  &  State  Bldg. 
Maintenance  Fund 


GF/SEA     TSEF 

$2.6 


2.3       ($1.1) 


The  charts  on  the  following  page  show  the  structure  and 
cash  flow  for  the  permanent  trust  fund  under  current 
law  and  proposed  law. 
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COAL  SEVERANCE  TAX  TRUST   FUND 

FLOW   OF   FUNDS   SUMMARY 
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COAL   SEVERANCE  TAX  TRUST   FUND 

FLOW  OF   FUNDS  SUMMARY 

PROPOSED  LAW 
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3)  Lost  SEA  Revenue  From  Corporation  Tax  Proposal  - 
A  proposal  in  the  Executive  Budget  (see  page  A-34), 
affecting  the  funding  of  the  Natural  Resource  and 
Corporate  Tax  Division  in  the  Department  of  Revenue, 
would  result  in  a  reduction  in  local  tax  revenues  that 
are  ultimately  deposited  to  the  State  Equalization 
Account.  A  reduction  to  SEA  revenues  would  require 
general  fund  dollars  to  replace  them.  The  executive 
proposal  states  that  the  impact  in  fiscal  1995  would  be 
a  $99,000  decrease  in  SEA  funds. 

4)  Capitol  Land  Grant  Timber  Revenue  -  The  executive 
proposes  that  $1.55  million  of  timber  sale  revenue  from 
capitol  land  grant  trust  lands  be  deposited  in  the  capitol 
land  grant  account  for  use  as  debt  service  costs  in  place 
of  general  fund.  This  is  similar  to  the  action  taken  by 


the  53rd  Legislature  with  timber  revenues  from 
common  school  trust  lands.  However,  timber  sale 
revenues  are  already  being  deposited  in  the  capitol  land 
grant  account.  Therefore,  there  is  no  additional  revenue 
available  from  this  source. 


FTE  Increases  and  Decreases 

As  Table  15  shows,  the  executive  proposes  to  reduce  the 
number  of  state  employees  in  11  agencies  by  100.00 
FTE,  or  approximately  1  percent  less  than  the  level 
funded  by  the  1993  Legislature.  The  decrease  is 
primarily  due  to  the  proposal  to  restructure  county 
appraisal  offices  by  eliminating  45.00  FTE  appraisers 
and  deputy  appraisers  funded  in  the  Department  of 
Revenue.  Other  changes  are  shown  in  the  table. 
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Table  15 

Comparison  of  FTE  Authorized  in  General  Appropriations  Act 

* 

With  the  November  1993  Special  Session  Executive  Budget 

1995  Biennium 

Legislative 

Legislative 

Executive 

Executive 

Exec.  - 

Exec.  - 

Agency** 

Action 

Action 

Budget 

Budget 

Legis. 

Legis. 

FTE  1994 

FTE  1995 

FTE  1994 

FTE  1995 

FY94 

FY95 

Dept.  of  Revenue*** 

669.39 

659.89" 

669.39 

614.89 

0.00 

(45.00; 

Dept.  of  Commerce 

337.81 

338.81 

336.81 

312.31 

(1.00) 

(26.50 

Dept.  of  Livestock 

122.71 

123.71 

118.06 

108.21 

(4.65) 

(15.50; 

Department  of  Justice 

659.80 

651.80 

653.30 

639.05 

(6.50) 

(12.75 

Dept.  of  Natural  Res.  &  Cons. 

244.42 

244.42 

239.42 

235.42 

(5.00) 

o.oo; 

Dept.  of  State  Lands 

358.27 

360.36 

355.77 

355.36 

(2.50) 

(5.oo; 

Historical  Society 

48.63 

48.63 

47.88 

47.13 

(0.75) 

d.5o; 

Office  of  Public  Instruction 

141.23 

141.23 

138.73 

139.98 

(2.50) 

(i.25: 

Dept.  of  Military  Affairs 

99.40 

98.65 

98.94 

97.65 

(0.46) 

(i.oo; 

Dept.  of  Administration 

311.26 

315.26 

311.51 

315.76 

0.25 

0.50 

Legislative  Auditor 

63.50 

63.50 

63.50 

80.50 

0.00 

17.00 

Crime  Control  Division 

19.00 

19.00 

19.00 

19.00 

0.00 

0.00 

Board  of  Public  Education 

4.00 

4.00 

4.00 

4.00 

0.00 

0.00 

Council  on  Vocational  Education 

2.50 

2.50 

2.50 

2.50 

0.00 

0.00 

Public  Service  Regulation 

44.50 

44.50 

44.50 

44.50 

0.00 

0.00 

Dept.  of  Social  &  Rehab.  Ser. 

944.45 

988.45 

944.45 

988.45 

0.00 

0.00 

Library  Commission 

28.50 

28.50 

28.50 

28.50 

0.00 

0.00 

School  for  the  Deaf  &  Blind 

81.68 

81.68 

81.68 

81.68 

0.00 

0.00 

Legislative  Council 

42.97 

48.14 

42.97 

48.14 

0.00 

0.00 

Dept.  of  Corr.  &  Human  Ser. 

1,882.05 

1,872.05 

1,882.05 

1,872.05 

0.00 

0.00 

Environmental  Quality  Council 

6.50 

6.50 

6.50 

6.50 

0.00 

0.00 

Judiciary 

89.25 

89.25 

89.25 

89.25 

0.00 

0.00 

Dept.  of  Fish,  Wildlife,  &  Parks 

554.95 

553.37 

554.95 

553.37 

0.00 

0.00 

Secretary  of  State 

34.30 

34.30 

34.30 

34.30 

0.00 

0.00 

Dept.  of  Agriculture 

97.26 

95.93 

97.26 

95.93 

0.00 

0.00 

State  Mutual  Ins.  Fund  **** 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Dept.  of  Family  Services 

607.18 

574.93 

607.18 

574.93 

0.00 

0.00 

Highway  Traffic  Safety 

8.50 

8.50 

8.50 

8.50 

0.00 

0.00 

Montana  Arts  Council 

9.97 

9.97 

9.97 

9.97 

0.00 

0.00 

Dept.  of  Labor  and  Industry 

659.00 

659.00 

659.00 

659.00 

0.00 

0.00 

Governor's  Office 

55.75 

55.75 

55.75 

55.75 

0.00 

0.00 

Comm.  of  Higher  Education 

84.95 

87.95 

84.95 

87.95 

0.00 

0.00 

Public  Employees'  Retire.  Board 

22.00 

21.00 

22.00 

21.00 

0.00 

0.00 

Legislative  Fiscal  Analyst 

16.80 

16.80 

16.80 

16.80 

0.00 

0.00 

Dept.  of  Transportation 

1,933.75 

1,933.75 

1,933.75 

1,933.75 

0.00 

0.00 

State  Auditor 

72.75 

73.00 

72.75 

73.00 

0.00 

0.00 

Commissioner  of  Pol.  Practices 

3.25 

3.25 

3.25 

3.25 

0.00 

0.00 

Consumer  Counsel 

5.25 

5.25 

5.25 

5.25 

0.00 

0.00 

Dept.  of  Health  &  Env.  Sciences 

451.04 

456.09 

451.04 

456.09 

0.00 

0.00 

Teachers'  Retirement  Board 

11.50 

11.50 

11.50 

11.50 

0.00 

0.00 

Total  FTE 

10,830.02 

10,831.17 

10,806.91 

10,731.17 

(23.11) 

doo.oo; 

*         Excludes  FTE  which  may  be  added  through  budget  amendments,  legislative  contract 

authority  or  other  operational  changes. 

**       Excludes  University  System 

***    Excludes  liquor  store  employees  and  additional  FTE  authorized  had  Senate  Bill  235  been 

approved  by  the  electorate. 

****  Statutorily  appropriated. 
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Expenditure  Increase 

As  discussed  in  the  previous  section,  the  Executive 
Budget  includes  $54.1  million  in  budget  balancers  to 
reduce  general  fund/SEA  account  obligations.  The 
Executive  Budget  also  includes  a  proposal  to  provide 
income  tax  refunds/credits  to  federal  retirees  that 
requires  an  appropriation  for  additional  spending 
authority  of  $14.8  million  in  the  1995  biennium.  This 
proposal  partially  offsets  the  $54.1  million  in  proposed 
budget  balancers,  resulting  in  a  net  reduction  in  general 
fund/SEA  obligations  of  $39.3  million.  The  following 
discussion  provides  an  overview  of  the  federal  retiree 
refund  proposal. 


Federal  Retiree  Refunds/Credits 

From  calendar  year  1983  through  1988,  Montana 
allowed  taxpayers  to  exclude  from  taxable  income  all 
receipts  of  local  and  state  government  pension  income. 
During  this  period,  state  law  allowed  retirees  with 
federal  pension  income  to  exclude  only  $3,600  of  this 
income  for  income  tax  purposes.  In  March  of  1989,  the 
United  States  Supreme  Court  ruled  in  Davis  v. 
Michigan  that  federal  pension  income  could  not  be 
treated  differently  from  state  and  local  pension  income 
for  income  tax  purposes. 

At  the  time  of  the  Davis  decision,  the  Department  of 
Revenue  (DOR)  advised  federal  retirees  to  pay  income 
taxes  for  tax  year  1988  under  the  existing  state  law  and 
to  file  for  a  refund.  The  action  of  filing  for  a  refund  on 
1988  taxes  would  constitute  an  official  protest  if  in  the 
future  it  was  found  that  the  Davis  decision  applied 
retroactively.  The  Department  claimed  that  the  Davis 
ruling  had  prospective  implications  only  and  resisted  its 
retroactive  application.  Additionally,  the  Department 
declared  through  an  administrative  rule  that  all  federal 
retiree  pensions  for  tax  years  after  1988  would  be 
exempt  for  income  tax  purposes,  thus  treating  them  in 
the  same  manner  as  all  state  and  local  pensions. 

Subsequent  suits  in  Montana  and  in  other  states 
attempted  to  establish  that  the  Davis  decision  applied 
retroactively,  and  that  federal  retirees  were  due  refunds 
for  the  tax  years  in  which  taxes  were  collected  illegally. 


In  the  summer  of  1989,  in  Sheehy  et.  al.  v.  Montana, 
plaintiffs  argued  for  retroactive  application  to  the 
previous  five  years.  The  Department  argued  that  the 
federal  pensioners  were  not  due  refunds  for  those  years 
since  they  did  not  take  action  at  the  time  to  protest 
illegal  collection. 

In  the  summer  of  1993,  the  United  States  Supreme 
Court  ruled  in  Harper  v.  Virginia  that  refunds  for  prior 
years  were  due  federal  pensioners  if  they  had  taken 
some  action  to  protest  the  illegal  collection  of  state 
income  taxes.  In  Montana,  some  had  taken  such  action 
for  the  years  1983  through  1988,  but  many  had  not. 
The  Department  argued  that  the  finding  in  Harper 
required  that  refunds  were  due  only  in  cases  where  the 
state  did  not  provide  taxpayers  with  adequate  avenues 
to  withhold  tax  payments.  The  Harper  case  was  silent 
on  the  requirement  that  states  were  retroactively  liable 
in  cases  where  taxes  were  paid  and  refunds  were 
claimed.  Since  withholding  remedies  were  available  to 
taxpayers  in  Montana  in  the  period  1983  through  1987, 
the  Department  argued  that  no  refunds  were  due  for 
those  years.  However,  the  Department  did  concede  that 
refunds  were  due  for  tax  year  1988  because  advice  to 
federal  pensioners  to  seek  refunds  of  1988  taxes 
appeared  to  give  federal  pensioners  the  impression  that 
filing  for  a  refund,  instead  of  withholding  payment,  was 
adequate  protection.  In  August  of  1993,  the  Racicot 
administration  announced  it  would  pay  approximately 
$6  million  in  refunds  and  interest  to  federal  pensioners 
for  1988  taxes.  Federal  pensioners  have  until  April, 
1994  to  file  for  refund  of  1988  taxes  under  the  five  year 
statute  of  limitations. 

The  executive  proposes  to  introduce  legislation  in  the 
November  1993  special  session  to  authorize  the  DOR  to 
issue  refunds  to  federal  pensioners  who  filed  timely 
refund  claims  for  taxes  paid  for  tax  years  1983  through 
1987.  Since  the  statute  of  limitations  for  filing  amended 
returns  for  this  period  has  passed,  legislation  including 
a  $14.8  million  appropriation  will  be  required. 

The  executive  also  proposes  to  allow  nonrefundable 
income  tax  credits  over  a  four  year  period  to  federal 
retirees  who  did  not  file  timely  refund  claims  for  tax 
years  1983  through  1987.  These  nonrefundable  credits, 
which  would  not  include  interest,  would  be  applicable  to 
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tax  liabilities  beginning  with  tax  year  1995.  Any 
unused  portion  of  the  credit  would  be  available  for 
subsequent  tax  years.  Preliminary  estimates  for  the 
remaining  potential  claims  are  $7.8  million.  As  Table  1 


shows,  the  total  estimated  cost  of  refunds  of  1988  taxes 
and  the  executive's  proposal  for  calendar  years  1983 
through  1987  is  approximately  $28.6  million. 


Table  1 

Federal  Retiree  Refund  Impact 

(In  Millions) 

Fiscal  1994 

Fiscal  1996 
and  Beyond 

Total 

Revenue  Reductions 

Calendar  Year  1988  Tax  Refunds 

$6.0 

$6.0 

Nonrefundable  Credits  (4  year  Period) 

$7.8 

7.8 

Expenditure  Increases 

Calendar  Year  1983-87  Refunds 

14.8 

14.8 

Total  Retiree  Refund  Impact 

$20.8 

$7.8 

$28.6 
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Introduction 

This  section  discusses  other  issues  regarding  the 
Executive  Budget  proposals.  These  issues  are  discussed 
in  four  categories:  1)  tax  policy  initiatives;  2)  factors 
that  may  affect  projected  deficits  in  the  1995  biennium; 
3)  impacts  on  the  1997  biennium;  and  4)  new  dedicated 
revenue  provisions  and  statutory  appropriations. 


Tax  Policy  Initiatives 

The  Governor  included  in  his  call  for  the  November 
special  session  two  items  that  were  not  included  in  the 
final  budget  presented  to  the  legislature.  The  call 
allowed  legislation: 

1)  to  address  the  property  tax  system  applicable 
to  home  and  land  owners  whose  property  values 
have  suddenly  increased  in  value  because  of 
reappraisal;  and 

2)  to  encourage  horizontal  drilling  and 
secondary  and  tertiary  recovery  of  oil  in  the 
State  of  Montana. 

Property  Tax  Relief 

Many  homeowners  in  Montana  have  experienced  large 
increases  in  property  taxes  between  tax  year  1992  and 
tax  year  1993.  These  increases  were  due  to  higher 
appraised  values  as  a  result  of  the  recently  completed 
reappraisal  cycle,  and  increases  in  mill  levies.  The 
statewide  increase  in  taxable  value  for  residences 
between  tax  year  1992  and  tax  year  1993  was  7.3 
percent.  Some  counties  have  experienced  increases  in 
residential  taxable  value  in  excess  of  20  percent.  In 
addition  the  average  statewide  increase  in  mill  levies 
between  tax  year  1992  and  tax  year  1993  was  5.6 
percent,  with  some  counties  experiencing  increases  in 
excess  of  20  percent.  The  estimated  statewide  increase 
in  property  tax  liability  for  residential  properties  is  13.3 
percent  between  tax  year  1992  and  tax  year  1993.  Some 
counties  have  increases  in  average  property  tax  liability 
in  excess  of  30  percent. 


Any  legislation  to  provide  relief  to  property  taxpayers 
would  result  in  reduced  property  tax  revenue  collected 
by  the  state  and/or  local  governments.  Relief  that 
focuses  on  reducing  taxable  valuations  would  reduce 
revenue  to  all  the  taxing  jurisdictions,  and  in  the  short 
run  may  require  the  state  to  reimburse  local 
governments  for  lost  revenue.  Relief  that  focuses  on 
reducing  state  mill  levels  would  reduce  revenue  in  the 
school  equalization  account  and  would  require  a 
supplemental  from  the  general  fund  or  reduction  in 
state  support  for  schools. 

Horizontal  Drilling  Tax  Incentives 

The  second  item  included  in  the  call  but  which  was  not 
addressed  in  the  Executive  Budget  concerns  providing 
incentives  to  encourage  horizontal  drilling  and  tertiary 
recovery  of  oil.  These  oil  drilling  techniques  are  little 
used  in  Montana  because  the  costs  of  their 
implementation  exceed  traditional  techniques.  The 
reputed  benefits  of  horizontal  drilling  techniques 
include  the  capture  of  a  greater  quantity  of  oil  from  a 
given  pool  with  reduced  environmental  damage. 

Legislation  to  encourage  horizontal  drilling  and  tertiary 
recovery  techniques  may  or  may  not  reduce  state 
revenue.  To  the  extent  these  techniques  would  be 
employed  anyway,  tax  incentives  on  the  newly  recovered 
oil  would  result  in  a  loss  in  oil  revenues.  However,  if 
these  techniques  are  viable  only  in  the  presence  of  tax 
incentives,  tax  revenue  on  the  newly  recovered  oil  would 
represent  an  increase  in  state  oil  revenues. 


Factors  That  May  Affect  Projected 
Deficits 

In  addition  to  the  fiscal  impact  of  the  possible  tax 
initiatives  discussed  above,  the  projected  cash  and  fund 
balance  deficits  could  vary  significantly  from  Executive 
Budget  projections  for  other  reasons,  including:  1) 
supplemental  appropriations;  2)  fire  suppression  costs; 
and  3)  reversions. 
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Supplemental  Appropriations 

The  Executive  Budget  fund  balance  projections  do  not 
include  any  estimates  for  supplemental  appropriations. 
The  Racicot  administration  has  made  a  commitment  to 
avoid  supplementals.  Additionally,  the  53rd  Legislature 
enacted  HB  500,  requiring  that  supplemental  proposals 
submitted  to  the  governor  include  a  plan  for  reducing 
expenditures  in  the  second  year  of  the  biennium  that 
allows  the  agency  to  contain  expenditures  within 
appropriations.  Supplemental  appropriations  have 
averaged  $31.5  million  general  fund  during  the  last  four 
biennia  and  have  ranged  from  $17.1  million  in  the  1989 
biennium  to  $55.6  million  in  the  1993  biennium.  If 
supplemental  appropriations  are  required,  the  deficit 
will  increase. 

Fire  Suppression  Costs 

The  legislature  does  not  budget  for  fire  suppression 
costs,  instead  requiring  that  all  funding  be  added 
through  supplemental  appropriations.  The  Department 
of  State  Lands  estimates  that  $85,000  in  fire 
suppression  costs  have  been  incurred  to  date  in  fiscal 
1994.  (This  estimate  does  not  include  costs  of  any  late 
fall  fires.)  Although  unbudgeted  costs  have  been 
incurred,  the  Executive  Budget  contains  no 
supplemental  appropriation  projection  for  fiscal  1994 
nor  estimates  for  fiscal  1995.  Supplemental  requests  for 
unforeseen  and  unanticipated  emergency  fire 
suppression  costs  are  exempt  from  requirements 
enacted  by  House  Bill  500  (discussed  above). 


Fire  suppression  supplementals  approved  by  the 
legislature  have  varied  widely  as  shown  in  Table  1, 
making  it  difficult  to  estimate  1995  biennium  costs. 


Tabl 

e  1 

Department  of  State  Lands 

Fire  Suppression  Supplementals 

(Millions) 

Legislative  Session 

General  Fund  Costs 

1993 

$1.4 

1992     * 

6.6 

1991 

3.0 

1989 

12.6 

1987 

0.6 

1986     * 

3.2 

1985 

2.9 

1983 

0.8 

*  Special  Session 
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Reversions 

Table  2  shows  general  fund  and  school 
equalization  account  (SEA)  reversions  for 
fiscal  1993.  As  shown,  actual  reversions 
total  $11.2  million,  or  $7.7  million  higher 
than  budgeted  by  the  1993  legislature 
(reversions  exceed  the  budgeted  level  by 
$8.1  million  when  all  prior  year 
adjustments  are  included). 

Fiscal  1994  and  fiscal  1995  reversions 
are  estimated  at  $0,875  million  each 
year,  the  level  budgeted  by  the  1993 
Legislature.  This  level  remains  constant 
and  is  significantly  below  actual  fiscal 
1993  reversions  due  to  two  factors:  1) 
one-time  reversions  in  fiscal  1993  that 
will  not  continue  in  the  1995  biennium; 
and  2)  additional  actions  of  the  1993 
Legislature. 


Table  2 

General  Fund/School  Equalization  Aid  Account 

Reversions,  Fiscal  1993 

(Figures  in  Millions) 

Statutory  Appropriations 

($1,296) 

Continuing  Appropriations 

(2.825) 

All  Other  Appropriations 

Legislative  Council 

(0.585) 

Judiciary 

(1.496) 

Dept.  Corrections  &  Human  Services 

(0.722) 

Dept.  Commerce 

(0.551) 

Dept.  Social  &  Rehab.  Services 

(2.111) 

Dept.  Family  Services 

(1.028) 

Other  Agencies 

(0.546) 

Total  Reversions 

($11,160) 

While  fiscal  1993  reversions  significantly  exceeded  the 
budgeted  level,  Table  3  shows  that  the  increase  is  due  to 
one-time  reversions  that  are  not  anticipated  to  continue 
in  the  1995  biennium  and  1993  reversions  impacting 


fiscal  1994  expenditures.  The  table  also  shows  that  if 
these  one-time  and  other  reversions  are  not  included, 
actual  fiscal  1993  reversions  total  $3.6  million,  or  only 
$0.2  million  higher  than  the  budgeted  level  of  $3.4 
million. 
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Estimated  reversions  of  $0,875 
million  each  year  of  the  1995 
biennium  are  lower  than  $3.6 
million  of  actual  reversions  as 
adjusted  for  one-time  reversions 
in  fiscal  1993.  Prior  to  the 
completion  of  the  1993  legislative 
session,  reversions  were 
estimated  at  $3.4  million  each 
year,  or  the  same  level  originally 
budgeted  for  fiscal  1993. 
However,  three  actions  by  the 
1993  Legislature  combined  to 
reduce  budgeted  reversions  for 
the  1995  biennium:  1)  personal 
services  reductions  and 
restrictions;  2)  early  retirement 
incentives;  and  3)  budget 
balancing  reductions. 


Personal  Services  Reductions  and 
Restrictions 


Table  3 

General  Fund  Reversion  Adjustments 

Fiscal  1993  (Figures 

n  Millions) 

FYE93 

Category 

Amount 

Explanation 

Total  Reversions 

$11,160 

See  Table  2 

Statutory  Appropriations 

(1.283) 

One-Time 

Continuing  Appropriations 

(2.288) 

Fiscal  1994  Impact 

All  Other  Appropriations 

Legislative  Council 

(0.245) 

One-Time 

Judiciary 

(1.456) 

Fiscal  1994  Impact 

Dept.  Corrections  &  Human  Services 

(0.400) 

One-Time 

Dept.  Commerce 

(0.500) 

One-Time 

Dept.  Social  &  Rehab.  Services 

(1.353) 

One-Time 

Total  One-Time 

($3,781) 

Total  Fiscal  1994  Impact 

($3,744) 

Total  Adjusted  Reversions 

$3,635 

Reversions  from  underexpenditure  of  personal  services 
appropriations  are  from  two  sources:  1)  vacancy  savings; 
and  2)  restrictions  on  expenditures.  The  1993 
Legislature  reduced  1995  biennium  expenditures 
commensurate  with  a  5  percent  vacancy  savings  rate  on 
most  agency  personal  services  budgets,  reducing  the 
potential  of  additional  vacancy  savings  reversions.  In 
addition,  fiscal  1993  reversions  were  bolstered  by  the 
prohibition  on  expenditure  of  personal  services 
appropriations  for  other  purposes  imposed  by  the  1991 
Legislature.  This  prohibition  was  lifted  for  the  1995 
biennium.  Consequently,  agencies  may  expend  any 
excess  in  personal  services  budgets  (vacancy  savings)  for 
other  purposes,  further  reducing  potential  reversions. 

House  Bill  2  includes  contingency  fund  appropriations 
for  each  year  of  the  biennium.  In  fiscal  1994,  $0.5 
million  general  fund  and  $1.4  million  other  funds  were 
appropriated  for  allocation  to  agencies  that  could  not 
absorb  vacancy  savings.  While  fiscal  1994  allocations 
have  not  yet  been  made,  agencies  requested  almost  $2.0 
million  general  fund  and  over  $1.6  million  other  funds 
from  the  contingency  appropriation.  If  the  expressed 
need  is  a  true  indication,  personal  services  reversions 
will  be  considerably  lower. 


Early  Retirement  Incentive 

Early  retirement  incentives  enacted  in  HB  517  provide 
eligible  state  employees  with  a  specific  window  of 
opportunity  for  early  retirement.  In  order  to  qualify  for 
the  retirement  incentive,  eligible  Public  Employees' 
Retirement  System  (PERS)  employees  must  terminate 
between  June  24, 1993  and  December  31, 1993.  Eligible 
Teachers'  Retirement  System  (TRS)  members  of  the 
Montana  University  System  (MUS)  must  announce  on 
or  before  December  1,  1993  an  intent  to  terminate 
employment  no  later  than  the  end  of  the  1993-94 
academic  contract  year  or  the  end  of  the  1994  summer 
session. 

PERS  employers  must  purchase  one  year  of  service  for 
each  five  years  of  creditable  service,  up  to  a  maximum 
of  three  years  of  additional  service.  The  employer  may 
pay  the  contribution  in  installments  for  up  to  10  years 
at  a  rate  of  interest  set  by  the  PERS  board.  Agencies 
may  not  request  additional  budget  authority  to  cover 
this  obligation.  TRS  employers  must  provide  a  cash 
payment  equal  to  one  year  of  the  combined  member  and 
employer  contributions  to  TRS  for  each  five  years  of 
creditable  service,  not  to  exceed  the  amount  of  combined 
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contributions  for  three  years.  Unlike  the  PERS 
incentive,  which  may  be  paid  over  10  years,  no  provision 
is  allowed  under  the  TRS  incentive  for  installment 
payments. 

The  incentives  were  originally  estimated  to  generate 
$3.0  million  general  fund  savings  during  the  1995 
biennium  through  elimination  or  delays  in  refilling 
vacated  positions,  and/or  filling  the  vacated  positions  at 
a  lower  salary.  The  impact  of  the  retirement  incentives 
is  not  yet  measurable,  as  the  window  of  opportunity  is 
still  open.  However,  as  stated  earlier  general  fund 
personal  services  contingency  requests  total  nearly  $2.0 
million  for  fiscal  1994,  compared  with  an  appropriation 
of  less  than  $600,000,  indicating  that  expenditures  may 
vary  and  be  higher  than  anticipated,  reducing  potential 
reversions. 

Budget  Balancing  Reductions 

In  addition  to  the  personal  services  reduction,  the 
legislature  imposed  a  further  reduction  of  0.5  percent  of 
total  general  fund  budgets  for  most  agencies,  totaling 
$1.9  million  for  the  biennium.  This  action  further 
reduces  the  potential  for  agency  reversions  from  the 
fiscal  1993  level. 


The  1993  Legislature  expressed  concern  over  the 
continuing  structural  imbalance  in  the  general  fund.  In 
the  prior  six  biennia,  general  fund  expenditures  have 
exceeded  revenues.  Significant  progress  was  made  in 
the  1993  regular  session  to  address  the  imbalance,  and 
general  fund  revenue  and  expenditures  for  the  1995 
biennium  were  nearly  matched  at  the  end  of  the  1993 
session.  However,  with  the  suspension  of  HB  671,  over 
$72  million  in  anticipated  tax  revenues  cannot  be  relied 
upon  in  future  bienniums,  pending  the  results  of  a 
November,  1994  public  vote.  Executive  Budget 
proposals  to  rebalance  the  1995  biennium  budget  will 
not  provide  a  full,  permanent  replacement  of  lost 
revenues.  In  addition,  other  anticipated  budget  growth 
will  also  contribute  to  creating  a  structural  imbalance 
that  will  have  to  be  addressed  by  the  1995  Legislature. 
The  following  paragraphs  discuss  the  impacts  of  two 
executive  proposals  on  the  1997  biennium:  1)  one-time 
budget  balancers;  and  2)  federal  retiree  income  tax 
refunds.  They  are  followed  by  a  brief  discussion  of  three 
additional  issues  that  will  result  in  increased  costs  in 
the  1997  biennium  over  the  1995  biennium:  1)  early 
retirement  pay-outs;  2)  medicaid  caseload  increases;  and 
3)  pay  plan  costs. 

One-Time  Budget  Balancers 


Based  on  the  three  actions  enacted  by  the  53rd 
Legislature  (personal  services  reduction  and 
restrictions,  early  retirement  incentive,  budget 
balancing  reductions),  the  final  general  fund  budget 
adopted  for  the  1995  biennium  estimated  reversions 
would  be  $1.75  million.  The  Executive  Budget  assumes 
reversions  will  be  $10.0  million. 


Impacts  on  the  1997  Biennium 


The  Executive  Budget  proposes  $12.5  million  of  "one- 
time" revenue  sources,  funding  switches,  fund  balance 
transfers,  and  program  delays  to  balance  the  general 
fund  during  the  1995  biennium.  These  budget 
balancers  will  not  be  available  during  the  1997 
biennium. 

Table  4  shows  the  types  of  "one-time"  revenues  or 
budget  savings  contained  in  the  Executive  Budget. 


While  the  legislature  faces  a  difficult  task  in  the 
November  1993  special  session  of  balancing  the  budget 
for  the  current  biennium,  the  1995  Legislature  is  likely 
to  have  an  even  more  difficult  task. 
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Table  4 

One-Time  "Budget  Balancers" 

General  Fund/SEA  -  1995  Biennium 

LFA 

Agency/Proposal 

Biennium 

Page# 

Revenue  Measures 

Board  of  Crime  Control 

Transfer  of  Crime  Victim's  fund  balance 

(250,000) 

A-25 

Revenue 

Privatize  retail  liquor  operations 

(3,500,000) 

A-35 

Montana  University  System 

Capture  6  mill  levy  fund  balance 

(3,212,000) 

E-14 

Natural  Resources  &  Conservation 

Clean  coal  program  funding  switch 

(6,850) 

C-18 

USGS  groundwater  services  funding  switch 

(100,000) 

C-19 

Subtotal 

($7,068,850) 

Expenditure  Measures 

Judiciary 

Local  government  review  board  delay 

(113,232) 

A-ll 

Secretary  of  State 

Equipment  purchase  reduction 

(2,500) 

A- 16 

OPI 

Delay  special  education  ANB 

(4,617,000) 

E-3 

Montana  State  Library 

Vacancy  savings 

(27,000) 

D-5 

State  Lands 

Miscellaneous  vacancy  savings 

(44,537) 

C-7,8,9 

Natural  Resources  &  Conservation 

Delay  lower  Missouri  water  reservation  EIS 

(201,835) 

C-19 

Social  &  Rehabilitation  Services 

Delay  nursing  home  property  reimbursement 

(466.700) 

B-21 

Subtotal 

($5,472,804) 

Total 

C$12,541l§54J 

Federal  Retiree  Refunds 

Nonrefundable  tax  credits  in  lieu  of  refunds  of  income 
taxes  paid  on  federal  retirement  income  for  calendar 
years  1983  through  1987  are  expected  to  continue  into 
the  1997  biennium  and  beyond.  The  revenue  loss  in  the 


1997  biennium  is  estimated  to  be  $7.8  million  from  tax 
credits. 

Early  Retirement  Payout 

The  early  retirement  incentives  in  HB  517  require  the 
employer  to  purchase  up  to  three  years  of  additional 


Summary  42 


EXECUTIVE  BUDGET  -  OTHER  ISSUES 


service  for  retirees,  and  the  contribution  can  be  paid  in 
up  to  10  year  installments.  The  amount  of  the  increased 
cost  in  future  bienniums  will  not  be  known  until  the  end 
of  December  1993,  when  the  retirement  incentive 
window  expires. 

Medicaid  Caseload  Increases 

Medicaid  caseload  costs  are  projected  to  increase  $59 
million  in  the  1997  biennium,  according  to  SRS  officials. 

Pay  Plan  Costs 

House  Bill  198  passed  by  the  53rd  Legislature  provides 
a  1.5  percent  salary  increase  beginning  in  the  second 
half  of  fiscal  1995.  A  total  of  $1.7  million  general  fund 
and  $1.9  million  other  funds  were  appropriated  in  the 
bill  to  fund  this  increase.  The  cost  of  the  increase  in  the 
1997  biennium  is  anticipated  to  total  approximately 
$6.79  million  general  fund  and  $7.67  million  other 
funds. 


New  Dedicated  Revenue  Provisions 
or  Statutory  Appropriations 

The  1993  Legislature  enacted  Senate  Bill  378,  which 
requires  that  the  Legislative  Finance  Committee  review 
all  dedicated  revenue  provisions  (defined  as  an 
administrative  or  legislative  action  which  allocates 
moneys  to  the  state  special  revenue  fund).  The  stated 
intent  is  to  reduce  the  number  of  such  provisions.  The 
legislation  also  requires  a  review  of  statutory 
appropriations.  Proposals  in  the  Executive  Budget 
would  result  in  the  addition  of  dedicated  revenue 
provisions  and  the  addition  of  at  least  one  new  statutory 
appropriation. 

Dedicated  Revenue  Provisions 

*  SWCAP  and  SFCAP  -  Moneys  currently 
deposited  to  the  general  fund  from  cost 
recoveries  under  the  Statewide  Cost  Allocation 
Plan  and  moneys  to  be  collected  under  the  State 


Funds  Cost  Allocation  Plan  would  be  deposited 
to  a  new  state  special  revenue  account.  A 
portion  of  revenue,  $477,390  in  fiscal  1994  and 
$841,071  in  fiscal  1995,  would  be  appropriated 
from  the  new  state  special  revenue  account  to 
the  Department  of  Administration  Accounting 
Program  and  State  Personnel  Division  and  the 
Governor's  Office  of  Budget  and  Program 
Planning.  By  the  end  of  the  1995  biennium, 
there  would  be  a  significant  fund  balance 
available  for  transfer  to  the  general  fund. 

*  Natural  Resource  and  Corporate  Tax 
Division  Collection  and  Audit  Costs  -  This 
division  in  the  Department  of  Revenue, 
currently  funded  from  the  general  fund,  would 
be  partially  funded  from  a  new  state  special 
revenue  account  for  the  share  of  collections  and 
audit  costs  related  to  certain  non-general  fund 
tax  collections.  The  estimated  expenditures 
from  the  new  state  special  revenue  account  are 
$331,000  each  year.  Revenue  to  this  account  in 
the  first  two  years  is  projected  higher  than  that 
amount,  as  the  program  would  attempt  to 
establish  a  surplus  for  working  capital. 

New  Statutory  Appropriation 

*  Prison  Industries  Program  -  The  executive  is 
requesting  a  statutory  appropriation  to  utilize 
prison  ranch  and  industries  revenues  for  capital 
improvements  at  the  prison.  The  statutory 
appropriation  would  be  from  surplus 
(unappropriated)  funds  in  existing  accounts. 

While  the  above  are  the  only  dedicated  revenue 
provisions  and  statutory  appropriations  identified  by 
Executive  Budget  proposals,  others  may  become 
apparent  as  enacting  legislation  is  introduced.  As 
required  in  Senate  Bill  378,  the  Office  of  Budget  and 
Program  Planning  will  review  dedicated  revenue 
provisions  in  new  legislation  and  report  its  findings  in 
the  fiscal  note  that  accompanies  the  legislation. 


Summary  43 


BUDGET 

REFERENCE 

SECTION 


ECONOMIC  OVERVIEW 


Introduction 

The  budget  for  the  State  of  Montana  for  the  1995 
biennium  depends  upon  the  current  and  future 
economic  condition  of  the  state,  nation,  and  world. 
These  conditions  not  only  affect  tax  receipts,  they 
dictate  the  costs  of  goods  and  services  purchased  by 
state  government.  Clearly,  economic  assumptions  are 
a  vital  component  in  formulating  the  biennial  budget. 

The  key  economic  variables  that  affect  state 
government  receipts  and  disbursements  are  Montana 
total  personal  income,  Montana  employment  levels, 
inflation  rates,  energy  prices,  and  interest  rates. 


The  1993  Legislature  appropriated  funds  to  the  Office 
of  Budget  and  Program  Planning  (OBPP)  to  contract 
with  an  economic  reporting  and  forecasting  firm. 
Wharton  Econometrics,  the  firm  selected  for  this 
purpose,  provides  short  and  long-term  econometric 
forecasts  to  the  OBPP  and  Legislative  Fiscal  Analyst 
(LFA).  These  forecasts  were  incorporated  in  the 
revenue  forecasts  whenever  appropriate. 

The  economic  assumptions  used  in  preparing  revenue 
forecasts  for  fiscal  1994  through  1995  are  as  adopted 
by  the  Revenue  Oversight  Committee  (ROC)  at  their 
meeting  on  November  10,  1993.  The  following  sections 
provide  further  detail  on  the  major  economic 
assumptions  adopted  by  the  ROC.  A  detailed  list  of  all 
assumptions  adopted  by  the  ROC  is  provided  at  the 
end  of  this  section. 
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Personal  Income 

Montana's  total  personal  income  is  defined  as  labor 
income,  transfer  payments,  dividends,  interest  and 
rents,  less  personal  contributions  for  social  security. 
This  variable  is  critical  in  budget  development  because 
of  its  impact  on  state  government  tax  receipts  and 
disbursements.  Total  personal  income  not  only  limits 
the  growth  in  government  disbursements,  it  also 
reflects  the  ability  of  the  people  of  Montana  to 
purchase  food,  clothing,  automobiles,  and  other  items. 
Collections  of  personal  income  tax,  corporate  income 
tax,  and  many  other  taxes,  such  as  liquor  and 
insurance,  are  affected  by  personal  income  levels. 


From  1971  to  1992,  total  personal  income  increased 
413  percent  in  Montana  versus  478  percent  nationally. 
The  state's  per  capita  income  for  1992  was  $16,519 
compared  with  the  national  figure  of  $19,804.  As 
shown  in  the  table  that  follows,  Montana's  growth  in 
total  personal  income  is  expected  to  continue  to  lag 
national  income  growth.  This  trend  is  premised  on 
slow  economic  growth  and  the  continued  shift  in 
employment  from  basic  industries  to  the  service 
sectors. 

The  following  tables  summarize  personal  income 
statistics  for  Montana  and  the  United  States. 


Montana 

Montana 

Montana 

US 

Personal 

Percent 

Disposable 

Percent 

Wage&Salary 

Percent 

Personal 

Percent 

Year 

Income 

Change 

Income 

Change 

Income 

Change 

Income 

Change 

A 

71 

$2,610,330 

$2,289,442 

$1,471,340 

$888,002 

A 

72 

3,039.199 

16.43% 

2,665.480 

16.42% 

1,640.168 

11.47% 

974.938 

9.79% 

A 

73 

3,539.918 

16.48% 

3,104.499 

16.47% 

1,837.878 

12.05% 

1,092.217 

1 2.03% 

A 

74 

3,839.674 

8.47% 

3,367.309 

8.47% 

2,065.305 

12.37% 

1 ,200.575 

9.92% 

A 

75 

4,193.426 

9.21% 

3,677.454 

9.21% 

2,266.340 

9.73% 

1,302.532 

8.49% 

A 

76 

4,516.117 

7.70% 

3,960.360 

7.69% 

2,519.252 

11.16% 

1,442.221 

10.72% 

A 

77 

4,902.070 

8.55% 

4,298.721 

8.54% 

2,806.663 

11.41% 

1,596.944 

10.73% 

A 

78 

5,813.371 

18.59% 

5,097.623 

18.58% 

3,213.384 

14.49% 

1,802.663 

12.88% 

A 

79 

6,284.054 

8.10% 

5,510.238 

8.09% 

3,591.919 

1 1 .78% 

2,024.812 

12.32% 

A 

80 

6,885.292 

9.57% 

6,037.289 

9.56% 

3,871.498 

7.78% 

2,259.006 

1 1 .57% 

A 

81 

7,757.209 

12.66% 

6,801.599 

12.66% 

4,235.380 

9.40% 

2,525.871 

11.81% 

A 

82 

8,208.719 

5.82% 

7,197.377 

5.82% 

4,361.191 

2.97% 

2,683.556 

6.24% 

A 

83 

8,698.866 

5.97% 

7,627.016 

5.97% 

4,539.967 

4.10% 

2,857.887 

6.50% 

A 

84 

9,104.662 

4.66% 

7,982.711 

4.66% 

4,728.621 

4.16% 

3,144.513 

10.03% 

A 

85 

9,306.716 

2.22% 

8,159.818 

2.22% 

4,780.545 

1.10% 

3,368.244 

7.11% 

A 

86 

9,867.687 

6.03% 

8,651.521 

6.03% 

4,716.606 

-1.34% 

3,580.017 

6.29% 

A 

87 

10,154.069 

2.90% 

8,902.538 

2.90% 

4,829.416 

2.39% 

3,789.392 

5.85% 

A 

88 

10,310.379 

1.54% 

9,039.544 

1 .54% 

5,104.126 

5.69% 

4,063.045 

7.22% 

A 

89 

11,318.427 

9.78% 

9,923.090 

9.77% 

5,364.502 

5.10% 

4,367.719 

7.50% 

A 

90 

11,798.306 

4.24% 

10,343.693 

4.24% 

5,716.497 

6.56% 

4,657.120 

6.63% 

A 

91 

12,659.786 

7.30% 

11,098.748 

7.30% 

6,108.373 

6.86% 

4,833.548 

3.79% 

A 

92 

13,396.902 

5.82% 

11,744.792 

5.82% 

6,574.043 

7.62% 

5,130.617 

6.15% 

F 

93 

13,703.577 

2.29% 

12,013.574 

2.29% 

6,928.064 

5.39% 

5,387.148 

5.00% 

F 

94 

14,276.992 

4.18% 

12,516.132 

4.18% 

7,264.497 

4.86% 

5,764.248 

7.00% 

F 

95 

14,909.795 

4.43% 

13,070.733 

4.43% 

7,618.190 

4.87% 

6,161.981 

6.90% 
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Employment 

Total  state  employment  measures  the  ability  of  the 
state's  economic  base  to  provide  jobs  for  its  residents. 

When  forecasting  state  revenues,  nonfarm  wage  and 
salary  employment  is  used  as  a  proxy  for  employment 
levels.  Even  though  this  statistic  does  not  include  all 
employment,  it  does  provide  a  consistent  indicator  of 
the  relevant  labor  market. 

Employment  levels  in  the  state  affect  wage  and  salary 
income  and  are  also  indicative  of  the  state's  business 
activity.  The  relationship  among  wage  and  salary 
income,  consumer  spending,  and,  ultimately,  corporate 
profits  explains  why  personal  income,  corporate 
income,  and  sumptuary  taxes  are  affected  by  changes 
in  this  variable. 


From  1971  to  1992,  Montana's  nonfarm  wage  and 
salary  employment  grew  by  about  53  percent  or 
109,900  jobs.  Almost  all  of  this  increase  was  in  the 
wholesale/retail  trade  and  service  sectors. 
Traditionally,  these  jobs  have  been  at  the  lower  end  of 
the  pay  scale.  In  the  1980's,  the  manufacturing, 
mining,  construction,  and  transportation  sectors 
experienced  decreased  employment.  These  jobs  tended 
to  have  higher  than  average  salaries. 

The  table  below  provides  historical  and  forecast  values 
for  nonfarm  wage  and  salary  employment. 
Employment  is  expected  to  increase  approximately  1.6 
percent  per  year  in  1993  through  1995.  Most  of  the 
growth  is  expected  in  the  services  sector. 

Since  1971,  the  average  annual  growth  rate  in 
employment  has  been  2.0  percent.  The  majority  of  this 
growth  occurred  in  the  1970's.  After  stagnating  during 
the  1980's,  job  growth  in  the  1990's  is  expected  to 
increase  once  again. 


Total 

Total 

MONTANA  EMPLOYMENT 

C    Non— Farm 
Y         Jobs 

Percent 
Change 

Service 
Jobs 

Percent 
Service 

350.0 

Non-Farm  Wage  &  Salary  Jobs 

71 

207.200 

85.400 

41.22% 

72 

215.300 

3.91% 

90.800 

42.17% 

»^* 

73 

224.500 

4.27% 

96.700 

43.07% 

■"■ 

74 

234.000 

4.23% 

101.200 

43.25% 

r 

75 

238.200 

1.79% 

103.400 

43.41% 

M  300.0 

■^ 

76 

251.000 

5.37% 

111.400 

44.38% 

X) 

o 

— *^_                                   y" 

77 

265.000 

5.58% 

116.400 

43.92% 

<—> 

T^^*~*V-«'*~*~~»-" 

78 

280.400 

5.81% 

124.800 

44.51% 

o 

J 

79 

283.900 

1.25% 

127.700 

44.98% 

"2  250.0 

J 

80 

280.400 

-1.23% 

127.400 

45.44% 

f 

81 

281.800 

0.50% 

129.000 

45.78% 

3 

m* 

82 

273.900 

-2.80% 

128.200 

46.81% 

3 

«r 

83 

276.000 

0.77% 

131.400 

47.61% 

-C 

jr 

84 

281.200 

1.88% 

135.500 

48.19% 

H 

200.0 

~w* 

85 

279.200 

-0.71% 

135.200 

48.42% 

86 

275.500 

-1.33% 

134.700 

48.89% 

87 

275.900 

0.15% 

137.700 

49.91% 

88 

283.000 

2.57% 

142.700 

50.42% 

89 

291.100 

2.86% 

149.300 

51.29% 

150.0 

i.i. 

90 

297.300 

2.13% 

153.400 

51.60% 

69    71    73    75    77    79    81    83    85    87    89    91    93    95 

91 

303.900 

2.22% 

158.900 

52.29% 

Calendar  Years 

92 

317.100 

4.34% 

167.000 

52.66% 

Forecast 

93 

322.400 

1.67% 

166.200 

51.55% 

_._  Actual       _4_  Forecast                                     Forecast 

94 

327.500 

1.58% 

169.700 

51.82% 

Forecast 

95 

332.300 

1.47% 

173.300 

52.15% 
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Energy  Prices 

Montana  has  a  vast  potential  for  oil,  coal,  and  natural 
gas  exploration  and  extraction.  Because  of  this 
potential  and  our  current  level  of  natural  resource 
taxation,  energy  prices  play  a  critical  role  in  the 
budgetary  process.  Oil,  coal,  and  natural  gas 
severance  taxes  are  directly  affected  by  energy  prices. 


Oil 


Oil  well-head  prices  are  expected  to  average  $15.83  per 
barrel  during  calendar  year  1993  and  increase  slightly 
to  $16.42  per  barrel  during  calendar  years  1994  and 
1995.  The  relatively  low  price  per  barrel  reflects  the 
continued  oversupply  in  world  markets. 

Natural  Gas 

Under  the  Natural  Gas  Policy  Act  of  1978,  prices  for 
all  new  gas  were  deregulated  on  January  1,  1985.  As 
was  anticipated,  prices  decreased  with  deregulation, 
due  to  contract  renegotiations,  lower  import  prices 
primarily  from  Canada,  and  the  competitive  prices  of 
other  fuels.  Average  natural  gas  well-head  prices  are 
expected  to  increase  throughout  the  forecast  period. 


Natural  gas  surpluses  are  expected  to  begin 
diminishing  and  world  oil  prices  are  expected  to  be 
stable.  With  a  more  limited  supply  and  more 
competitively  priced  fuels,  well-head  prices  should 
begin  to  rise. 

Coal 

The  coal  industry  in  Montana  and  the  rest  of  the 
United  States  is  heavily  dependent  upon  demand  for 
electrical  power.  Slow  economic  growth  at  both  the 
state  and  national  levels,  combined  with  energy 
conservation,  may  contribute  to  slower  electrical  usage 
growth. 

With  low  demand  and  the  competitive  prices  of  other 
fuels,  coal  prices  have  remained  soft.  These  conditions, 
in  conjunction  with  a  shift  from  long-term  contracts  to 
spot  market  sales,  have  caused  prices  to  decrease  since 
calendar  1983.  Because  of  the  soft  market,  it  is 
assumed  coal  companies  will  hold  prices  relatively 
constant  to  maintain  competitiveness  with  other  fuels. 

The  following  tables  provide  historical  and  projected 
energy  prices  for  oil,  coal,  and  natural  gas.  Historical 
data  reflects  data  reported  on  tax  returns,  while 
forecasts  are  those  adopted  by  the  Revenue  Oversight 
Committee  on  November  10,  1993. 
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Montana 

Montana 

Montana 

Montana 

Montana 

Montana 

Oil 

Oil 

Percent 

Coal 

Coal 

Percent     Natural  Gas  Natural  Gas    Percent 

Year 

Price 

Production 

Change 

Price 

Production 

Change 

Price 

Production     Change 

A     73 

$3,843 

34.558 

A     74 

6.814 

34.629 

77.31% 

A     75 

7.845 

32.460 

15.13% 

22.076 

A     76 

8.411 

31.698 

7.21% 

$4,415 

26.226 

A     77 

8.582 

31.725 

2.03% 

4.344 

27.205 

-1.61% 

A     78 

9.253 

28.164 

7.82% 

5.154 

26.418 

18.65% 

A     79 

12.279 

28.337 

32.70% 

6.951 

32.350 

34.87% 

A     80 

22.250 

28.539 

81.20% 

7.724 

29.752 

11.12% 

A     81 

34.317 

29.639 

54.23% 

8.686 

33.188 

12.45% 

A     82 

31.311 

29.944 

-8.76% 

9.758 

26.815 

12.34% 

$2,067 

44.655 

A     83 

28.804 

28.695 

-8.01% 

10.332 

25.785 

5.88% 

2.287 

43.456 

10.66% 

A     84 

28.066 

29.602 

-2.56% 

9.846 

30.359 

-4.70% 

2.355 

44.079 

2.96% 

A     85 

25.243 

29.318 

-10.06% 

9.592 

31.213 

-2.58% 

2.175 

44.330 

-7.63% 

A     86 

13.518 

26.525 

-46.45% 

8.387 

32.416 

-12.56% 

1.919 

39.444      - 

-11.78% 

A     87 

16.631 

23.961 

23.03% 

8.240 

32.847 

-1.75% 

1.438 

39.690      - 

-25.05% 

A     88 

13.843 

22.064 

-16.76% 

7.385 

36.879 

-10.38% 

1.503 

45.126 

4.52% 

A     89 

17.098 

19.957 

23.51% 

7.209 

34.469 

-2.38% 

1.659 

45.595 

10.37% 

A     90 

21.561 

18.613 

26.10% 

7.486 

34.884 

3.84% 

1.640 

44.989 

-1.14% 

A     91 

18.209 

18.619 

-15.55% 

7.913 

35.325 

5.70% 

1.503 

47.044 

-8.38% 

A     92 

17.198 

17.491 

-5.55% 

7.415 

36.248 

-6.29% 

1.464 

49.327 

-2.58% 

F     93 

15.830 

16.800 

-7.95% 

7.863 

34.154 

6.04% 

1.574 

50.427 

7.56% 

F     94 

16.419 

16.438 

3.72% 

7.849 

34.447 

-0.18% 

1.685 

50.207 

7.03% 

F     95 

16.419 

15.948 

0.00% 

8.005 

34.347 

1 .99% 

1.821 

50.921 

8.08% 
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Interest  Rates 

Interest  rates  are  highly  susceptible  to  federal  policies 
and  the  actions  of  the  Federal  Reserve  Board.  Critical 
factors  affecting  interest  rates  include  the  Federal 
Reserve's  philosophy  on  monetary  policy,  the  federal 
deficit,  and  changes  in  the  value  of  the  dollar. 

Interest  rates  declined  sharply  in  calendar  1991,  1992 
and  the  first  ten  months  of  1993,  reaching  the  lowest 
levels  in  twenty  years. 

Interest  rates  directly  affect  Montana's  investment 
earnings  from  both  short  and  long-term  securities.  In 
addition,  these  rates  impact  other  tax  sources  by 
influencing  economic  conditions  such  as  construction 
activity,  consumer  spending,  and  business  borrowing. 


The  following  table  provides  historical  interest  rates  as 
provided  by  Wharton  Econometrics.  Also  presented  in 
the  table  are  the  projected  interest  rates  adopted  by 
the  Revenue  Oversight  Committee  on  November  10, 
1993. 

Interest  rates  are  expected  to  stabilize  during  the 
remainder  of  calendar  1993  and  then  rise  moderately 
throughout  calendar  1994  and  1995.  Federal  Reserve 
policy  is  expected  to  result  in  slow  monetary  growth. 
Recent  indications  of  bank  loan  growth  in  the 
construction,  commercial,  and  industrial  sectors 
provides  evidence  that  the  national  economy  is 
recovering  from  the  1991-92  recession.  However,  the 
growth  in  loan  demand  will  be  modest  by  historical 
standards  due  to  excess  real  estate  capacity  and  high 
private  debt.  As  a  result,  the  increase  in  interest  rates 
throughout  calendar  1994  and  1995  will  be  modest. 


Average 

Average 

AVERAGE  INTEREST  RATES 

C 
Y 

Short 
Rates 

Percent 
Change 

Long 
Rates 

Percent 
Change 

Short  &  Long-Term  Securities 

16.0 

71 
72 

4.47 

7.37 

4.49 

0.45% 

7.19 

-2.44% 

jK. 

73 

7.64 

70.16% 

7.50 

4.31% 

14.0 

i\\ 

74 

8.91 

16.62% 

8.60 

14.67% 

1  \  v\ 

75 

6.11 

-31.43% 

9.27 

7.79% 

12.0 

t   \      \ 

76 

5.21 

-14.73% 

8.64 

-6.80% 

F  \     \ 

77 

5.49 

5.37% 

8.22 

-4.86% 

+j 

4     \     \ 
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7.68 

39.89% 

8.95 

8.88% 

C  10.0 
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A              \  A     \  X*\*-t>. 

79 

10.50 

36.72% 

10.00 

11.73% 

u 

» -*x      d7           '\   *      ^"""X 

80 

11.94 

13.71% 

12.46 

24.60% 

£    8.0 

.  «    j\    °/^y          \      a.  ^» 

81 

14.48 

21.27% 

14.84 

19.10% 

"       *~-o-J     \            /                             \        /      \        \_^a 

82 

11.37 

-21.48% 

14.42 

-2.83% 

/    V    /               V-*      \    ^^ 

83 

8.78 

-22.78% 

12.42 

-13.87% 

6.0 

/           V^i                                                      \ 

84 

9.89 

12.64% 

13.25 

6.68% 

"-«.     /          "^                                      A 

85 

7.77 

-21.44% 

11.69 

-11.77% 

4.0 

*~"                                                      \        * 

86 

6.23 

-19.82% 

8.98 

-23.18% 

"s^-* 

87 

6.37 

2.25% 

9.49 

5.68% 

2.0 

1           1      .      1     .      1      .      1     .     t     .     1      .      1     .      1      .     1           1      .      1           1     .     1 

88 

7.23 

13.50% 

9.87 

4.00% 

89 

8.48 

17.29% 

9.27 

-6.08% 

69    71    73    75    77    79    81    83    85    87    89    91    93    95 

90 

7.74 

-8.73% 

9.38 

1.19% 

Calendar  Years 

91 

5.63 

-27.26% 

8.82 

-5.97% 

_^_  Actual  Short     _+_  Forecast  Short 

92 

3.63 

-35.52% 

8.13 

-7.82% 

Forecast 

93 

3.13 

-13.77% 

7.10 

-12.67% 

_e_  Actual  Long      _^_  Forecast  Long                   Forecast 

94 

3.47 

10.86% 

6.84 

-3.66% 

Forecast 

95 

4.20 

21.04% 

7.14 

4.39% 
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Inflation 

Inflation  indices  measure  the  rate  of  price  escalation 
and/or  decrease  for  goods  and  services.  The  most 
commonly  used  statistic  is  the  Consumer  Price  Index 
(CPI)  which  is  based  on  the  prices  of  food,  clothing, 
shelter,  fuel,  drugs,  transportation  fares,  doctor  and 
dentist  fees,  and  other  items. 

During  high  inflationary  periods,  consumption  of  goods 
and  services  may  decline.  This  not  only  decreases 
employment  levels  but  may  discourage  business 
activity  because  of  higher  operating  costs.  Low 
inflation  may  result  in  higher  consumption,  increased 
employment,  and  greater  business  opportunities. 

Inflation  rates  have  an  impact  on  most  revenue 
sources.    The   sources  that  are  especially   affected 


include    personal    income    taxes,    public 
reimbursements,  and  corporation  taxes. 


institution 


An  annual  inflation  rate  of  3.0  percent  occurred  during 
calendar  year  1992.  This  growth  rate  is  forecast  to 
increase  slightly  to  3.13  percent  in  calendar  1993  and 
then  increase  further  during  calendar  years  1994  and 
1995.  This  outlook  anticipates:  1)  modest  wage 
compensation  growth  because  of  a  need  to  make  U.S. 
exports  competitive;  2)  oil  prices  and  related  energy 
prices  increasing  modestly;  and  3)  food  prices 
increasing  slightly  throughout  the  forecast  period. 

The  table  below  lists  two  measures  of  inflation  as 
published  by  Wharton  Econometrics.  These  national 
averages  are  provided  because  indices  for  Montana  are 
not  available. 
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US 
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180.0 
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Index 
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Change 
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8% 
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78.90 

10.04% 
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83 

96.50 
99.60 

6.16% 
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1—1 
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84 

103.90 

4.32% 

91.10 

4.47% 

60.0 

\/            X*^                \Av.      oT            \ 

4% 

1 

85 

107.60 

3.56% 

94.40 

3.62% 

»     ^»                 V  \   f         x^* 

86 

109.60 

1.86% 

96.90 

2.65% 

_^M                                            \J 

87 

113.60 

3.65% 

99.90 

3.10% 

40.0 

~  w**^                                              * 

2% 

88 

118.30 

4.14% 

103.80 

3.90% 

89 

124.00 

4.82% 

108.60 

4.62% 

?n  n 

1          '          I          1          1          1 .1.1 

90 

130.70 

5.40% 

113.20 

4.24% 

69  71  73  75  77  79  81  83  85  87  89  91  93  95 

91 

136.30 

4.28% 

117.70 

3.98% 

Calendar  Years 

92 

140.40 

3.01% 

120.80 

2.63% 

Forecast 

93 

144.80 

3.13% 

124.30 

2.90% 

_._  Actual        _^_  Forecast     ^_  %  Change 

Forecast 

94 

149.70 

3.38% 

128.20 

3.14% 

Forecast 

95 

155.10 

3.61% 

132.50 

3.35% 
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Ma] 

or  Economic 

Assumptions 
CY/FY             CY/FY 

CY/FY 

CY/FY 

Year                        Assumption 

Units 

1992 

1993 

1994 

1995 

Population  &  Employment  Indicators 

ROC            MT  Population  July  1 

Millions 

0.811 

0.817 

0.823 

0.829 

Com            MT  Population  >=  16  July  1 

Millions 

0.602 

0604 

0.606 

0.608 

Com            MT  Population  18-24  July  1 

Millions 

0.067 

0.064 

0.061 

0.059 

ROC  CY    MT  Non-Farm  Employment 

Thousands 

317.100 

322.400 

327.500 

332.300 

Montana  Income  Indicators 

Com  CY    MT  Total  Personal  Income 

Million  $'s 

13,396.902 

13,703.577 

14,276.992 

14,909.795 

ROC  CY    MT  Net  Farm  Income 

Million  $'s 

429.692 

459.798 

455.611 

474.691 

Com  CY    MT  Disposable  Personal  Income 

Million  $'s 

11,715.901 

12,013.574 

12,516.132 

13,070.733 

Com  CY    MT  Non-Farm  Wage  &  Salary  Income  Million  $'s 

6,574.043 

6,928.064 

7,264.497 

7,618.190 

Individual  Income  Tax  Indicators 

Com  CY    MT  Non-Farm  Wage  &  Salary  Growth  %  Change 

7.62% 

5.39% 

4.86% 

4.87% 

ROC  CY    MT  Interest/Dividend  Growth 

%  Change 

-2.55% 

2.08% 

6.05% 

7.37% 

ROC  CY    MT  Net  Business  Income 

%  Change 

7.80% 

7.60% 

8.60% 

8.70% 

ROC  CY    MT  Capital  Gains/Losses  Income 

%  Change 

1.68% 

1.66% 

1.65% 

1.63% 

ROC  CY    MT  Rent/Roy  ./Partnership  Income 

9C  Change 

7.80% 

7.60% 

8.60% 

8.70% 

ROC  CY    MT  All  Other  Income 

9c  Change 

7.85% 

5.55% 

5.00% 

5.00% 

ROC  FY     Individual  Income  Tax  Audits 

Million  $'s 

14.077 

16.397 

12.000 

12.000 

Corporate  Income  Tax  Indicators 

ROC  CY    US  Corporate  Profits  Before  Taxes 

Billion  $'s 

395.400 

422.261 

450.947 

481.582 

Com  CY    MT  Corporate  Taxable  Income 

Million  $'s 

898.708 

871.078 

937.126 

1,003.850 

ROC  FY     Corporate  Income  Tax  Audits 

Million  $'s 

15.317 

23.862 

7.800 

7.800 

Inflation  &  Interest  Rate  Indicators 

ROC  CY    Consumer  Price  Index 

%  Change 

3.01% 

3.13% 

3.38% 

3.61% 

ROC  CY    Short  Term  Interest  Rate 

Percent 

3.63% 

3.13% 

3.47% 

4.20% 

ROC  CY    Long  Term  Interest  Rate 

Percent 

8.13% 

7.10% 

6.84% 

7.14% 

Com  FY     TCA  Blended  Interest  Rate 

Percent 

6.79% 

4.53% 

3.69% 

4.13% 

ROC  FY    TRANS  Interest  Spread 

Percent 

0.80% 

0.00% 

0.70% 

0.79% 

ROC  FY    Treasury  Cash  Average  Balance 

Million  $'s 

242.783 

295.216 

256.393 

258.898 

ROC  FY     TRANS  Issue  Size 

Million  $'s 

85.000 

135.600 

88.900 

88.900 

ROC  FY     Permanent  Trust  Gains/Losses 

Million  $'s 

3.626 

9.285 

3.270 

1.635 

ROC  FY     Common  School  Trust  Gains/Losses 

Million  $'s 

2.339 

6.235 

2.633 

1.317 

ROC  FY     Resource  Indemnity  Trust  Gains/LosseMillion  $'s 

0.845 

1.505 

0.712 

0.356 

ROC  FY    Parks  Trust  Gains/Losses 

Million  $'s 

0.000 

0.000 

0.000 

0.000 

ROC  FY     Arts  Trust  Gains/Losses 

Million  $'s 

0.119 

0.113 

0.084 

0.042 
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Major  Economic  Assumptions 

CY/FY             CY/FY 

CY/FY 

CY/FY 

Year                       Assumption 

Units 

1992 

1993 

1994 

1995 

Natural  Resource  Tax  Indicators 

ROC  CY 

Total  Oil  Froduction 

Million  Barrel 

18.479 

17.886 

17.357 

16.837 

Com  CY 

Severance  Tax  Oil  Production 

Million  Barrel 

17.491 

16.800 

16.438 

15.948 

ROC  CY 

Montana  Oil  Price 

$  /  Barrel 

17.198 

15.830 

16.419 

16.419 

ROC  CY 

Total  Coal  Production 

Million  Tons 

36.248 

34.154 

34.447 

34.347 

ROC  CY 

Montana  Coal  Price 

CSP  $'s  /  Ton 

7.415 

7.863 

7.849 

8.005 

Com  FY 

Coal  Tax  Credits 

Million  $'s 

3.331 

0.627 

0.000 

0.000 

ROC  CY 

Total  Natural  Gas  Production 

Million  MCF's 

49.327 

50.427 

50.207 

50.921 

ROC  CY 

Montana  Natural  Gas  Price 

$/MCF 

1.464 

1.574 

1.685 

1.821 

ROC  CY 

Total  Gas  Liquids  Production 

Million  Gallon 

8.324 

8.509 

8.472 

8.593 

ROC  CY 

Montana  Gas  Liquids  Price 

$  /  Gallon 

0.181 

0.195 

0.209 

0.225 

ROC  CY 

Copper  Production 

Million  lbs 

130.590 

126.389 

136.789 

137.744 

ROC  CY 

Silver  Production 

Million  ozs 

5.828 

5.793 

5.708 

5.748 

ROC  CY 

Gold  Production 

Million  ozs 

0.402 

0.415 

0.421 

0.424 

ROC  CY 

Lead  Production 

Million  lbs 

9.620 

9.620 

9.620 

9.687 

ROC  CY 

Zinc  Production 

Million  lbs 

23.140 

23.140 

23.140 

23.301 

ROC  CY 

Molybdenum  Production 

Million  lbs 

9.600 

7.860 

10.280 

10.352 

ROC  CY 

Palladium  Production 

Million  ozs 

0.208 

0.206 

0.206 

0.207 

ROC  CY 

Platinum  Production 

Million  ozs 

0.062 

0.061 

0.061 

0.061 

ROC  CY 

Nickel  Production 

Million  lbs 

0.313 

0.310 

0.310 

0.312 

ROC  CY 

Rhodium  Production 

Million  ozs 

0.002 

0.002 

0.002 

0.002 

ROC  CY 

Copper  Price 

$/  lbs 

0.850 

0.850 

0.850 

0.850 

ROC  CY 

Silver  Price 

$/  ozs 

3.800 

3.800 

3.800 

3.800 

ROC  CY 

Gold  Price 

$/  ozs 

340.000 

340.000 

340.000 

340.000 

ROC  CY 

Lead  Price 

$/  lbs 

0.250 

0.250 

0.250 

0.250 

ROC  CY 

Zinc  Price 

$/  lbs 

0.500 

0.500 

0.500 

0.500 

ROC  CY 

Molybdenum  Price 

$/  lbs 

2.380 

2.380 

2.380 

2.380 

ROC  CY 

Palladium  Price 

$/  ozs 

100.000 

100.000 

100.000 

100.000 

ROC  CY 

Platinum  Price 

$/  ozs 

350.000 

350.000 

350.000 

350.000 

ROC  CY 

Nickel  Price 

$/  lbs 

4.270 

4.270 

4.270 

4.270 

ROC  CY 

Rhodium  Price 

$/  ozs 

3,245.000 

3,245.000 

3,245.000 

3,245.000 

ROC  FY 

Total  Federal  Forest  Receipts 

Million  $'s 

36.038 

47.358 

58.766 

47.676 

Property 

Value  Indicators 

Com  FY 

Total  Statewide  Taxable  Valuation        Million  $'s 

1,559.407 

1,612.780 

1,707.829 

1,755.731 

Com  FY 

Net/Gross  Proceeds  Taxable  Valuation  Million  $'s 

20.549 

19.248 

15.927 

15.870 

ROC  FY 

All  Other  Taxable  Valuation 

Million  $'s 

1,538.858 

1,593.532 

1,691.902 

1,739.861 

ROC  FY 

Statewide  Vehicle  Value 

Million  $'s 

2,139.656 

2,348.835 

2,449.593 

2,561.960 
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Major  Economic  Assumptions 

CY/FY              CY/FY 

CY/FY 

CY/FY 

Year                          Assumption 

Units 

1992 

1993 

1994 

1995 

Consumption  Tax  Indicators 

ROC  FY 

Liquor  Unit  Sales 

Million 

4.952 

4.997 

5.043 

5.089 

ROC  FY 

Wine  Unit  Sales 

Million 

0.053 

0.004 

0.002 

0.001 

ROC  FY 

Liquor  Cost  Per  Unit 

$'s  /  Unit 

9.602 

9.839 

10.034 

10.271 

ROC  FY 

Wine  Cost  Per  Unit 

$'s  /  Unit 

5.798 

4.232 

4.629 

4.629 

ROC  FY 

Liquor  Divsion  Budget 

%  Change 

6.54% 

0.42% 

3.00% 

3.00% 

ROC  FY 

Beer  Gallons 

Millions 

0.741 

0.748 

0.754 

0.758 

ROC  FY 

Wine  Liters 

Millions 

5.075 

4.710 

4.590 

4.497 

ROC  FY 

Cigarette  Packs 

Millions 

69.182 

69.188 

68.519 

67.805 

ROC  FY 

Tobacco  Value 

Million  $'s 

9.237 

9.787 

10.796 

11.994 

ROC  FY 

Gallons  of  Gasoline 

Millions 

446.404 

445.153 

444.993 

445.239 

ROC  FY 

Gallons  of  Diesel 

Millions 

128.272 

125.147 

127.448 

129.791 

ROC  FY 

Video  Machine  Net  Income 

Million  $'s 

160.343 

175.388 

193.279 

208.080 

ROC  FY 

Total  Lottery  Sales 

Million  $'s 

27.922 

36.763 

38.504 

40.438 

ROC  FY 

Insurance  Premiums  Growth 

%  Change 

2.61% 

17.48% 

5.55% 

5.55% 

ROC  FY 

Insurance  Premiums  Tax  Credit 

Million  $'s 

2.824 

3.220 

3.883 

2.592 

ROC  FY 

Police  &  Firemen  Retirement 

Million  $'s 

6.516 

7.082 

7.374 

7.691 

ROC  CY 

Telephone  Taxable  Income 

Million  $'s 

260.803 

263.932 

269.739 

275.673 

ROC  CY 

Kilowatt  Hours  Produced 

Millions 

21,185.258 

21,394.332 

21,589.242 

21,571.699 

Other  Indicators 

ROC  FY 

Medicaid  Reimbursements 

Million  $'s 

10.366 

11.845 

11.921 

12.448 
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Pay  Plan  Increase 


1.5  %  Salary  Increase 
Insurance  Increase 
MSDB  Teachers 
Institutional  Teachers 


Total  Funding 


House  Bill  198 

House  Bill  198:  1)  included  four  pay 
plan  adjustments  for  state 
employees,  as  shown  in  Table  1  and 
discussed  below;  and  2)  provided  up 
to  two  weeks  of  severance  pay  for 
state  employees  whose  employment 
was  terminated  because  of  a 
reduction  in  force.  An  employee  who 
chose  to  take  the  severance  pay  was 
not  eligible  for  job  preference,  salary 
and  benefits  protection,  or  continued 
health  insurance  contributions 
provided  in  House  Bill  522. 


House  Bill  198  did  not  include  an  appropriation  for 
severance  pay,  resulting  in  a  potential  underfunding  of 
some  agency  operations.  As  of  the  end  of  October, 
1993,  the  largest  general  fund  expenditure  for 
severance  pay  was  $5,168  in  the  Department  of 
Corrections  and  Human  Services  for  reductions  of  four 
staff  at  Montana  State  Hospital.  Other  agencies 
reported  little  or  no  impact.  However,  if  action  in 
special  session  includes  additional  reductions  in  force, 
those  employees  would  also  be  eligible  for  House  Bill 
198  severance  pay  or  House  Bill  522  benefits. 

1)  1.5  Percent  Salary  Increase  -  House  Bill  198 
includes  funding  to  provide  all  state  employees  with  a 
1.5  percent  increase  in  base  salary  beginning  the  first 
full  pay  period  after  January  1,  1995.  A  total  of  $1.65 
million  general  fund  and  $1.87  million  other  funds 
were  appropriated  to  fund  this  increase  in  the  second 
half  of  fiscal  1995.  The  cost  of  the  increase  in  the  1997 
biennium  is  approximately  $6.79  million  general  fund 
and  $7.67  million  other  funds. 

2)  Insurance  Increase  -  House  Bill  198  increased  the 
state  contribution  for  health  insurance  from  $190  per 
month  in  fiscal  1993  to  $210  in  fiscal  1994  and  $230  in 
fiscal  1995,  resulting  in  increases  of:  1)  $1.57  million 
general  fund  in  fiscal  1994  and  $3.13  million  in  fiscal 
1995;  and  2)  $1.89  million  other  funds  in  fiscal  1994 
and  $3.79  million  in  fiscal  1995.  According  to 
Department  of  Administration  and  Montana  University 
System  staff,  this  increase  is  sufficient  to  fund  all 


Table  1 

HB  198  -  State  Employee  Pay  Plan 

Total  Funding  by  Increase 

1995  Biennium 

—  Fiscal  1994  —  —Fiscal  1995— 

General  Fund    Other  Funds    General  Fund    Other  Funds 


$0 

1,571,954 

21,678 

25,667 


$0 

1,889,677 

0 

0 


$1,648,588 

3,130,470 

44,030 

51,413 


$1,868,453 

3,793,929 

0 

0 


$1,619,299       $1,889,677  $4,874,501       $5,662,382 


projected  increases  in  premium  costs  in  fiscal  1994. 
However,  adjustments  in  employee  contributions  or 
benefit  levels  may  be  necessary  in  fiscal  1995. 
Continuing  this  increase  for  health  insurance  for  the 
same  number  of  employees  in  the  1997  biennium  would 
cost  approximately  $6.26  million  general  fund  and 
$7.59  million  other  funds. 

3)  Montana  School  for  the  Deaf  and  Blind  (MSDB) 
Teachers  -  In  addition  to  the  1.5  percent  increase  in 
base  salary  provided  to  other  state  employees,  House 
Bill  198  provides  teachers  employed  at  MSDB  a  one- 
step  increase  each  year  of  the  biennium,  resulting  in 
general  fund  costs  of  $21,678  in  fiscal  1994  and 
$44,030  in  fiscal  1995.  General  fund  costs  in  the  1997 
biennium  are  estimated  at  $88,060  if  the  increase  is 
continued. 

4)  Institutional  Teachers  -  In  addition  to  the  1.5 
percent  increase  in  base  salary  provided  to  other  state 
employees,  House  Bill  198  provides  institutional 
teachers  in  the  Departments  of  Family  Services  and 
Corrections  and  Human  Services  a  one-step  increase 
each  year  of  the  biennium,  resulting  in  general  fund 
costs  of  $25,667  in  fiscal  1994  and  $51,413  in  fiscal 
1995.  Total  general  fund  costs  are  estimated  at 
$102,826  if  the  increase  is  continued  in  the  1997 
biennium. 

Additional  employee  pay  plan  detail  is  provided  on 
pages  113  through  118  of  the  1995  Biennium 
Appropriations  Report. 
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House  Bill  517 

The  1993  Legislature  enacted  House  Bill  517  which 
provides  for  a  retirement  incentive  for  state  employees, 
including  employees  of  the  Montana  University  System 
(MUS),  who  are  members  of  the  Public  Employees' 
Retirement  System  (PERS),  and  an  incentive  for 
employees  of  the  MUS  who  are  members  of  the 
Teachers'  Retirement  System  (TRS)  (which  includes 
both  faculty  members  and  other  professionals  under 
Board  of  Regents  contracts).  The  bill  provides  for  the 
payment  of  fiscal  incentives  during  a  specified  window 
period  to  encourage  eligible  employees  to  retire. 

PERS  Members 

Eligibility 

Active  members  of  PERS  as  of  February  1,  1993,  who 
are  eligible  for  normal  service  retirement  or  early 
retirement  may  qualify  for  the  incentive.  Normal 
service  eligibility  is  gained  when  any  one  of  the 
following  criteria  are  met: 

1)  age  60,  with  at  least  5  years  of  service; 

2)  age  65  (while  in  service)  regardless  of  the 
number  of  years  of  service;  or 

3)  30  years  of  service,  regardless  of  age. 

Early  retirement  eligibility  is  gained  when  either  of  the 
following  criteria  are  met: 

1)  age  50,  with  at  least  5  years  service;  or 

2)  25  years  of  service,  regardless  of  age. 

In  order  to  qualify  for  the  retirement  incentive,  eligible 
employees  must  terminate  employment  after  June  24, 
1993,  but  before  January  1,  1994.  Any  eligible 
employee  involuntarily  terminated  due  to  a  reduction 
in  force  on  or  after  March  1,  1993,  but  before  June  25, 
1993,  is  entitled  to  the  incentive,  if  they  met  the 
eligibility  requirements  at  the  time  of  termination. 


Nature  of  the  Incentive 

Under  House  Bill  517,  the  employer  must  purchase  one 
year  of  service  for  each  five  years  of  creditable  service, 
up  to  a  maximum  of  three  years  of  additional  service, 
for  eligible  employees  who  retire  during  the  window 
period. 

The  cost  to  the  employing  agency  of  purchasing  an 
additional  year  of  service  is  13.4  percent  of  the 
employee's  previous  12  months  salary,  for  a  maximum 
cost  of  40.2  percent  if  three  years  are  purchased.  The 
Public  Employees'  Retirement  Board  may  allow  the 
employer  to  pay  the  contributions  in  installments  for 
up  to  10  years  at  a  rate  of  interest  set  by  the  board. 

TRS  Employees 

Eligibility 

TRS  members  employed  on  a  full-time  basis  as  of 
February  1,  1993,  who  are  eligible  for  normal  or  early 
retirement  may  qualify  for  the  incentive. 

In  addition,  all  optional  retirement  participants 
employed  on  a  full-time  basis  as  of  February  1,  1993, 
who  are  at  least  50  years  of  age  may  qualify.  In  order 
to  qualify  for  the  incentive,  eligible  members  must 
announce  on  or  before  December  1,  1993  an  intent  to 
terminate  employment  no  later  than  the  end  of  the 
1993-94  academic  contract  year  or  the  end  of  the  1994 
summer  session. 

Nature  of  the  Incentive 

Unlike  the  PERS  member  incentive,  in  which  the 
employer  purchases  service  years,  the  incentive  for 
TRS  members  of  the  MUS  consists  of  a  cash  payment 
to  the  employee  equal  to  one  year  of  the  combined 
member  and  employer  contributions  to  TRS  for  each 
five  years  of  creditable  service,  not  to  exceed  the 
amount  of  combined  contributions  for  three  years. 

The  cost  of  combined  contributions  is  14.503  percent  of 
salary  for  each  year,  for  a  maximum  payment  of  43.509 
percent  of  the   final    average    salary.      Unlike  the 
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PERS  incentive,  which  may  be  paid  over  10  years,  no 
provision  is  allowed  under  the  TRS  incentive  for 
installment  payments.  Payments  must  be  made  in  full 
in  a  lump-sum.  Consequently,  this  provision  could 
result  in  a  significant  1995  biennium  cash  obligation  to 
the  individual  units  of  the  MUS. 

Costs  or  Savings  of  the  Plan 

According  to  the  Public  Employee's  Retirement 
Division  (PERD)  of  the  Department  of  Administration 


2,664  state  employees  are  potentially  eligible  for  the 
PERS  retirement  incentive.  This  number  could  be 
understated,  as  it  does  not  include  employees  who 
could  purchase  service  or  buy  back  previous  refunds. 
Table  1  shows  state  agencies  with  25  or  more 
employees  eligible  for  retirement,  the  number  of 
employees  who  have  estimates  of  benefits,  the  number 
of  employees  who  have  retired  during  the  window 
period,  and  the  amount  that  has  been  billed  to  each  of 
the  agencies  for  the  early  retirement  costs  through 
November  1,  1993. 


Table  1 

Public  Employees'  Retirement  System 

Early  Retirement 

Estimates 

Total  Costs 

Eligible    Requested 

Retired 

Billed 

Public  Instruction 

25 

18 

2 

$23,513 

Justice 

91 

39 

10 

92,202 

Fish,  Wildlife,  &  Parks 

80 

44 

11 

109,619 

Health 

64 

24 

4 

57,219 

Transportation 

514 

239 

92 

1,187,655 

Lands 

50 

16 

6 

60,811 

Livestock 

33 

16 

4 

49,351 

Natural  Resources 

33 

16 

2 

28,001 

Revenue 

168 

44 

7 

63,910 

Administration 

48 

15 

3 

39,218 

State  Fund 

27 

10 

0 

0 

Corrections/Human  Services            392 

125 

43 

405,130 

Commerce 

53 

29 

4 

37,316 

Labor 

157 

59 

19 

218,051 

SRS 

173 

80 

19 

199,113 

Family  Services 

119 

59 

9 

108,859 

UofM 

152 

37 

9 

63,151 

MSU 

196 

44 

17 

134,200 

MCMST 

37 

9 

1 

2,185 

Eastern  MT  College 

50 

6 

4 

35,727 

Northern  MT  College 

26 

1 

0 

0 

Western  MT  College 

13 

2 

1 

10,964 

All  Other  Agencies 

163 

58 

8 

79793 

2,664 

990 

275 

$3,005,988 

The  full  cost  will  not  be  known  until  after  the  window 
period  is  complete.  It  is  anticipated  that  most 
employees  will  take  advantage  of  the  incentive  in 


December.  PERD  has  estimated  that  approximately  25 
percent  of  eligible  employees  (665)  will  retire  with  the 
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incentive.  If  this  projection  is  correct,  the  cost  for  the 
early  retirement  will  exceed  $7  million. 

According  to  TRS,  approximately  550  MUS  employees 
are  eligible  to  retire  with  some  benefits  under  that 
option,  with  approximately  200  eligible  to  retire  with 
full  benefits.  The  university  system  has  estimated  the 
cost  of  early  retirement  for  those  individuals  under 
TRS  to  be  over  $2  million.  Table  2  shows  the 
estimated  impact  by  university  unit  and  by  vocational 
technical  center. 


Table  2 

University  System 

Early  Retirement 

Retirement 

Cost 

Estimates 

Estimates 

University  Unit 

Montana  State  University 

28 

$367,189 

University  of  Montana 

20 

457,000 

Eastern  Montana  College 

18 

370,000 

Northern  Montana  College 

10 

210,000 

Western  Montana  College 

3 

44,478 

Montana  Tech 

9 

190.788 

Total  University  Units 

88 

$1,639,455 

Vocational  Technical  Centers 

Billings 

11 

$184,518 

Butte* 

-- 

- 

Great  Falls 

6 

92,818 

Helena 

5 

78,243 

Missoula 

3 

52J98 

Total  Vocational  Technical  Centers 

25 

$407,777 

Total  University  System 

112 

$2,047,232 

*  No  Estimate  Available 

The  1993  Biennium  Executive  Budget  estimated  that 
the  retirement  incentive  would  generate  $3.0  million  of 
general  fund  savings  during  the  1995  biennium 
through:  1)  delays  in  refilling  or  eliminating  vacated 
positions;  2)  filling  the  vacated  positions  at  a  lower 
salary;  and  3)  elimination  of  some  vacated  positions. 
There  is  no  current  estimate  of  savings.  However, 
House  Bill  517  includes  a  provision  requiring  both  the 
Department  of  Administration  and  the  Board  of 
Regents,  in  cooperation  with  the  Public  Employees' 
Retirement  Board  and  Teachers'  Retirement  Board,  to 
report  to  the  54th  Legislature  on  the  effect  of  the 
retirement  incentive,  including: 

1)  a  summary  of  the  positions  from  which 
employees  terminated  employment; 

2)  whether  positions  vacated  were  refilled  and 
when;  and 

3)  the   cost   or   savings   resulting   from   the 
termination. 
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House  Bill  667 

The  1993  Legislature  enacted  House  Bill  667  which 
made  major  changes  in  the  school  equalization 
program  and  the  way  school  districts  budget.  Effective 
in  fiscal  1994,  House  Bill  667: 

♦  Creates  basic  and  per-ANB  entitlements  for  each 
school  district  that  replaced  the  foundation 
schedules.  The  state  provides  direct  state  payments 
for  40  percent  of  these  entitlements. 

♦  Establishes  minimum  and  maximum  general  fund 
budget  ranges  for  each  school  district,  based  upon 
the  district's  basic  and  per-ANB  entitlements  and 
its  special  education  allowable  costs.  A  low- 
spending  district  has  five  years  to  bring  its  budget 
to  the  minimum  spending  level.  A  district  that  is 
budgeting  in  excess  of  the  maximum  may  not 
increase  its  budget  above  the  fiscal  1993  level. 

♦  Allows  districts  below  the  maximum  budget  to 
increase  their  budgets,  without  a  vote  of  district 
electors,  by:  1)  up  to  4  percent  of  the  previous  year's 
general  fund  budget;  2)  up  to  4  percent  of  the 
previous  year's  per-ANB  general  fund  budget 
multiplied  by  the  current  year's  ANB;  or  3)  20 
percent  of  the  amount  between  the  fiscal  1993 
budget  and  the  minimum  budget. 

♦  Provides  guaranteed  tax  base  (GTB)  aid  for  eligible 
districts  for  the  difference  between  the  state's  share 
of  entitlements  and  the  minimum  budget  of  the 
district.  The  number  of  districts  eligible  for  GTB  aid 
is  increased. 

♦  Provides  GTB  aid  for  a  portion  of  debt  service  costs. 


♦  Revises  accounting  for  Public  Law  81-874  revenues. 

♦  Revises      the      special      education      distribution 
mechanism. 

♦  Revises  the  distribution  schedule  for  direct  state  aid 
and  GTB. 


Entitlements 

House  Bill  667  creates  basic  and  per-ANB  entitlements 
for  each  school  district.  The  basic  entitlement  is 
$18,000  for  an  elementary  district  and  $200,000  for  a 
high  school  district.  Elementary  districts  with  an 
accredited  7th-8th  grade  middle  school  program  are 
entitled  to  an  increased  base  amount  depending  on  the 
number  of  students  in  the  7th  and  8th  grades. 

The  per-ANB  entitlement  for  elementary  districts  with 
1,000  ANB  and  below  is  $3,500  for  the  first  ANB, 
reduced  by  $0.20  for  each  additional  ANB.  The  per- 
ANB  entitlement  is  $3,300.20  for  elementary  districts 
with  ANB  above  1,000.  The  per-ANB  entitlement  for 
high  school  districts  with  800  ANB  and  below  is  $4,900 
for  the  first  ANB,  reduced  by  $0.50  for  each  additional 
ANB.  The  per-ANB  entitlement  is  $4,500.50  for  high 
school  districts  with  ANB  above  800.  Elementary 
districts  with  students  in  an  accredited  7th  and  8th 
grade  program  receive  the  high  school  per-ANB 
entitlement  for  these  students. 

The  state  provides  direct  aid  for  40  percent  of  these 
entitlements. 

The  per-ANB  entitlement  is  based  on  a  new  method  of 
counting  ANB.  Under  current  law,  ANB  is  defined  as 
attendance  during  the  spring  semester  of  the  previous 
fiscal  year  plus  attendance  during  the  fall  semester  of 
the  current  fiscal  year,  with  an  adjustment  for  pupil- 
instruction  related  (PIR)  days.  For  fiscal  1994,  ANB 
will  be  derived  from  the  October,  1992  enrollment 
count,  with  full-time  special  education  students 
excluded  and  an  adjustment  made  for  PIR  days. 
Beginning  in  fiscal  1995,  ANB  is  based  on  the  average 
enrollment  in  October  and  February  of  the  previous 
school  year  plus  an  adjustment  for  PIR  days.  Students 
who  spend  more  than  one-half  day  in  special  education 
classes  will  be  included  in  the  ANB  formula  beginning 
in  fiscal  1995. 
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Minimum  and  Maximum  Budgets 

The  minimum  general  fund  budget  is  the  sum  of  80 
percent  of  the  district's  basic  entitlement,  80  percent  of 
its  per-ANB  entitlement,  and  up  to  140  percent  of  its 
special  education  allowable  cost  payment.  The 
maximum  general  fund  budget  is  the  sum  of  the 
district's  basic  entitlement,  per-ANB  entitlement,  and 
up  to  153  percent  of  special  education  allowable  costs. 
A  school  district  whose  budget  exceeds  the  maximum 
may  not  exceed  its  fiscal  1993  budget  in  the  future. 
While  it  can  maintain  its  fiscal  1993  budget  in  fiscal 
1994  and  fiscal  1995  without  voter  approval,  the 
budget  must  be  approved  by  the  voters  in  subsequent 
years. 

Districts  whose  fiscal  1993  budgets  are  below  the 
minimum  budget  must  increase  their  budgets  to  the 
minimum  by  fiscal  1998.  During  the  phase-in,  these 
districts  must  increase  their  budgets  each  year  by  at 
least  20  percent  of  the  difference  between  the 
minimum  budget  and  the  previous  year's  budget. 

A  school  with  a  previous  year's  budget  below  the 
maximum  may  increase  its  budget  without  a  vote  by 
up  to  the  greater  of:  1)  4  percent  per  year;  2)  4  percent 
of  the  previous  year's  per  ANB  general  fund  budget 
multiplied  by  the  current  year's  ANB;  or  3)  at  least  20 
percent  of  the  difference  between  the  minimum  budget 
and  the  previous  year's  budget.  In  fiscal  1994,  a  school 
district  may  not  exceed  these  growth  limits.  Beginning 
in  fiscal  1995,  school  trustees  are  required  to  submit 
budget  increases  in  excess  of  these  limits  to  the  voters. 
A  school  district  may  not  increase  its  budget  above  the 
maximum  budget. 


District  General  Fund  Budget 
Revenue  Sources 

A  district  funds  its  general  fund  budget  from  the 
following  sources: 

State  Sources  -  Each  district  is  eligible  to  receive  direct 
state  aid  equal  to  40  percent  of  the  maximum  budget. 
In  addition,  a  district  may  qualify  for  GTB  aid  to 
subsidize  local  levies  to  fund  its  GTB  budget  area.  The 
GTB  budget  area  is  40  percent  of  a  school's  maximum 


budget.  A  district  is  eligible  to  receive  GTB  aid  if  its 
GTB  ratio  is  less  than  the  statewide  GTB  ratio.  A 
district's  GTB  ratio  is  the  ratio  of  district  taxable  value 
to  the  sum  of  direct  state  aid  and  40  percent  of  a 
district's  special  education  allowable  cost  payment. 
The  statewide  GTB  ratio  is  175  percent  of  statewide 
taxable  value  divided  by  the  sum  of  the  total  direct 
state  aid  and  40  percent  of  total  special  education 
allowable  cost  payments.  Since  under  current  law  the 
statewide  measure  is  multiplied  by  121  percent,  the 
new  law  will  expand  the  number  of  districts  eligible  for 
GTB  aid  and  will  increase  the  average  amount  of  GTB 
aid  per  eligible  school.  Under  current  law,  207 
districts  received  GTB  aid  in  fiscal  1993.  Under  HB 
667,  359  districts  will  be  eligible  for  GTB  aid  in  fiscal 
1994. 

Local  Sources  -  A  district  must  fund  the  GTB  budget 
area  of  its  budget  with  reappropriated  funds  and  non- 
levy  revenues  before  it  levies  property  taxes. 

GTB-eligible  districts  receive  GTB  aid  to  fund  the 
difference  between  the  state's  share  of  the  entitlement 
amount  and  the  adopted  budget,  up  to  the  minimum 
budget.  No  GTB  aid  is  available  for  local  levies  used 
to  fund  the  difference  between  the  minimum  and 
maximum  general  fund  budgets. 

Federal  Sources  -  Beginning  in  fiscal  1994,  a  school 
district  must  create  an  impact  aid  account,  into  which 
identifiable  Public  Law  81-874  moneys  in  the  general 
fund  balance  at  fiscal  year  end  1993  and  all  future  P.L. 
81-874  revenues  must  be  deposited.  Transfers  from 
the  impact  aid  fund  to  the  district's  general  fund  are 
prohibited,  although  expenditures  from  the  impact  aid 
account  may  be  made  for  costs  that  would  otherwise  be 
paid  from  the  general  fund. 


Special  Education  Allowable  Cost 
Payment 

Special  education  allowable  costs  and  special  education 
pro-rated  cooperative  costs  for  fiscal  1994  are 
calculated  in  the  same  manner  as  under  current  law. 
A  school  district  may  budget  up  to  153  percent  of  its 
allowable  costs  plus  pro-rated  cooperative  costs.  The 
state  will  provide  each  school  with  an  allowable  cost 
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payment  from  the  state  general  fund.  Eligible  school 
districts  will  receive  GTB  aid  for  up  to  40  percent  of  its 
allowable  cost  payment  plus  prorated  cooperative  costs. 

Beginning  in  fiscal  1995,  each  school  will  receive  an 
instructional  block  grant  and  a  related  services  block 
grant  based  on  its  special  education  expenditures  per 
ANB  in  the  previous  year.  Each  school  must  provide 
$1  of  local  revenue  to  match  every  $3  in  block  grant 
funding  from  the  state.  The  new  procedure  will 
contain  provisions  for  recapture  of  unmatched  state 
special  education  expenditures  and  contingency 
requests. 


GTB  Reimbursement  for  Debt 
Service 

House  Bill  667  allows  school  districts  to  receive  a  GTB 
reimbursement  to  fund  a  portion  of  its  debt  service 
costs.  A  district  will  be  eligible  for  GTB  aid  if  its  mill 
value  per  ANB  is  less  than  121  percent  of  the  state 
mill  value  per  ANB.  For  fiscal  1994  and  fiscal  1995, 
only  bonds  sold  after  July  1,  1991  will  be  eligible  for 
state  GTB  aid.  In  later  years,  all  existing  bonds  will 
be  eligible.  In  the  first  year,  the  district  will  levy  debt 
service  mills  as  if  no  reimbursement  were  available, 
although  in  fact  the  district  will  receive  the 
reimbursement.  In  the  second  and  subsequent  years, 
the  prior  year's  GTB  reimbursements  must  be  used  to 
reduce  debt  service  levies. 

House  Bill  667  limits  the  school  facility  entitlement  to 
$220  per  elementary  ANB,  $270  per  ANB  in  accredited 
7th-8th  grade  programs,  and  $330  per  high  school 
ANB.  The  reimbursement  to  eligible  districts  will  be 
based  on  the  lesser  of  the  school  facility  entitlement  or 
its  existing  debt  service  expenditures.  The  total 
available  reimbursement  is  $1  million  in  fiscal  1994 
and  $1  million  in  fiscal  1995.  If  districts  qualify  for 
more  than  the  reimbursement  available,  the  Office  of 
Public  Instruction  will  pro-rate  the  distribution  of 
available  funds  to  the  eligible  districts. 


New  State  Aid  Distribution  Schedule 

Each  district  will  receive  10  percent  of  its  direct  state 
aid  and  special  education  payments  monthly  in  August 
through  October,  December  through  April,  and  June 
and  July.  Each  district  will  receive  one-half  of  its  GTB 
payment  in  November,  with  the  remaining  half 
distributed  in  May. 


State  Cost  Savings 

The  reduction  in  state  support  for  K-12  education  as  a 
result  of  HB  667  was  large.  Table  1  below  shows  the 
average  reduction  in  state  support,  i.e.,  direct  state  aid, 
GTB  and  special  education  allowable  costs  as  a  result 
of  HB  667  by  size  of  school  district. 


Table  1 

Comparison  of  Expenditures  per  ANB 
under  HB667  and  Old  Law 

Level  and  Size 
Category 

FY  1993                     FY  1995 

Spending  per            Spending  per 

ANB                         ANB* 

Elem 

<41 

$2,657.1 

$2,136.5 

41-100 

2,879.5 

2,131.6 

101-300 

2,731.1 

2,374.8 

301-600 

2,542.3 

2,336.3 

601-1000 

2,624.9 

2,325.3 

1000  + 

2,746.5 

2,471.8 

All  Elem 

2,710.7 

2,407.8 

H.S. 

<41 

6,047.6 

5,278.0 

41-100 

4,919.1 

4,291.3 

101-300 

3,459.6 

3,217.4 

301-800 

3,049.4 

2,925.0 

800  + 

3,250.1 

2,872.5 

All  H.S. 

3,445.1 

3,092.2 

*  Estimated  using 

school  funding  model 
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Table  2  shows  historical  and  projected  numbers  of  ANB 
for  1988  through  1995.  The  ANB  for  fiscal  1988 
through  fiscal  1993  were  calculated  using  the  daily 
attendance  method  and  for  fiscal  1994  and  fiscal  1995 
using  the  enrollment  method. 


retirement  costs.  State  expenditures  per  ANB  were 
constant  during  the  1993  biennium,  but  decreased 
significantly  with  the  passing  of  HB  667.  The  increase 
in  state  expenditures  per  ANB  since  fiscal  1991  has 
generally  been  below  the  increase  in  the  inflation  rate. 


Funding  the  increased  ANB  during  the  1995  biennium 
at  fiscal  1993  schedule  amounts  would  have  increased 
state  costs  by  $37.1  million.  House  Bill  667  decreased 
anticipated  state  costs  by  an  estimated  $28.8  million 
during  the  1995  biennium  by  lowering  the  average 
amount  of  state  support  per  ANB.  However,  total  state 
support  for  the  school  equalization  program  will  be 
approximately  $8.9  million  higher  in  the  1995 
biennium  than  it  was  in  the  1993  biennium. 

Graph  1  shows  the  increase  in  state  support  for  K-12 
education  from  fiscal  1989  to  fiscal  1995  compared  with 
inflation.  State  support  for  K-12  education  increased 
substantially  in  fiscal  1991  when  HB  28  passed  during 
the  June  1989  special  session.  The  bill  increased 
foundation  schedules  by  14  to  24  percent  and  provided 
state  GTB  support  for  a  portion  of  permissive  and 


Increases  in  State  Expenditures 

per  ANB  on  K-12 
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Table  2 

ANB 

in  Montana  Schools 

FY1988-1995 

Elementary 

%  Change 

High  School 

% 

Change 

Total 

%  Change 

1988 

103,777 

46,485 

150,262 

1989 

104,386 

0.59 

44,932 

(3.34) 

149,318 

(0.63) 

1990 

105,763 

1.32 

43,327 

(3.57) 

149,090 

(0.15) 

1991 

105,593 

(0.16) 

42,407 

(2.12) 

148,000 

(0.73) 

1992 

106,579 

0.93 

41,890 

(1.22) 

148,469 

0.32 

1993 

106,572 

1.87 

42,631 

1.77 

151,203 

1.84 

1994 

111,502 

4.63 

45,452 

6.61 

156,954 

3.80 

1995* 

113,098 

1.43 

47,780 

5.12 

160,878 

2.50 

*  OPI 

projections,  including  full- 

time  special  education  students 
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State  GTB  costs  will  grow  over  the  next  five  years  as 
more  school  budgets  approach  the  minimum  budget 
levels.  In  fiscal  1993,  55  percent  of  all  high  school 
districts  and  53  percent  of  all  elementary  schools  had 
budgets  below  the  minimum.  These  districts  are 
required  to  increase  their  budgets  to  the  minimum  by 
1998.   As  this  occurs,  state  GTB  costs  will  increase. 


Effect  on  District  Budgets 

Under  the  new  school  equalization  program,  many 
districts  will  receive  less  state  aid  than  they  did  in 
fiscal  1993.  All  districts  will  receive  less  from  the  basic 
and  per-ANB  entitlements  than  from  the  foundation 
schedule  payments  under  the  previous  law.  Districts 
with  high  taxable  values  that  do  not  qualify  for  GTB 
aid  will  receive  less  total  state  aid  than  under  previous 
law.  Districts  eligible  for  GTB  aid  may  receive  less  in 
total  state  aid  than  they  would  have  under  previous 
law  because  the  reduction  in  per-ANB  state  aid  exceeds 
the  increase  in  GTB  aid.  However,  other  GTB-eligible 
districts  may  receive  an  increase  in  state  aid  if  their 
GTB  aid  increase  offsets  the  decrease  in  per-ANB 
support. 

Districts  that  receive  less  state  aid  but  choose  to 
maintain  or  increase  their  budgets  will  require  higher 
property  tax  levies  than  under  previous  law.  In  fiscal 
1994  and  1995,  these  increased  levies  are  subject  to  the 
approval  of  local  school  boards,  rather  than  district 
voters. 


SEA  Revenue  Sources 

State  support  for  the  school  equalization  program  is 
funded  from  the  school  equalization  account  (SEA)  and 
the  general  fund.  The  table  on  the  following  page 
shows  the  revenue  sources  for  the  SEA. 

While  the  SEA  was  intended  as  the  main  revenue 
source  for  the  equalization  program,  insufficient 
revenue  in  8  of  the  last  14  years  in  the  account  has 
required  transfers  from  other  accounts  in  order  to  fund 
state  payments  to  local  districts.  As  a  result  of  Senate 
Bill  378  passed  during  the  1993  session,  in  the  future 
the  SEA  will  need  substantial  general  fund  transfers 
every  year.  Effective  in  fiscal  1995,  income  tax, 
corporation  tax,  and  coal  tax  trust  interest  currently 
allocated  to  the  SEA  will  be  allocated  to  the  general 
fund.  As  a  result,  SEA  revenues  from  state  sources 
will  be  $118.2  million  less  in  fiscal  1995  than  in  fiscal 
1994.  In  order  to  maintain  the  solvency  of  the  account 
during  the  1995  biennium,  the  1993  Legislature 
appropriated  $124.9  million  general  fund  to  the  SEA  in 
House  Bill  667.  The  SEA  revenue  estimates  exceed 
those  at  the  end  of  the  1993  legislative  session 
primarily  because  of  the  effect  of  property  tax 
reappraisal.  Property  tax  revenues  into  the  SEA  will 
increase  by  approximately  $13.7  million  during  the 
1995  biennium. 
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General  Fund 

As  defined  in  section  17-7-102,  MCA,  the  general  fund 
"accounts  for  all  financial  resources  except  those 
required  to  be  accounted  for  in  another  fund."  The 
general  fund  is  used  to  fund  the  general  operations  of 
state  government. 


The  following  table  shows  the  House  Bill  2  general 
fund  appropriations  and  pay  plan  allocations  (House 
Bill  198)  for  all  state  agencies  for  fiscal  1994  and  fiscal 
1995.  General  fund  appropriations  in  House  Bills  2 
and  198  comprise  81.4  percent  of  anticipated  general 
fund  disbursements  for  the  1995  biennium. 


General  Fund  Comparison 

House  Bill  2  Plus  Pay  Plan  Allocation 

House 

Pay 

House 

Pav 

Agcy 

Bill  2 

Plan 

Total 

Bill  2 

Plan 

Total 

Total 

Code                         Agency  Name 

Fiscal  1994 

Fiscal  1994 

Fiscal  1994 

Fiscal  1995 

Fiscal  1995 
$22,301 

Fiscal  1995 
$1,306,907 

Biennium 
$2,614,307 

1101  Legislative  Auditor 

$1,300,287 

$7,113 

$1,307,400 

$1,284,606 

1102  Legislative  Fiscal  Analyst 

821,249 

3,792 

825,041 

847,304 

12,751 

860,055 

1,685,096 

1104  Legislative  Council 

1.977,721 

6,593 

1,984,314 

2,135.744 

26,374 

2,162,118 

4,146,432 

1111  Environmental  Quality  Council 

276,518 

1,543 

278,061 

277,830 

4.682 

282,512 

560,573 

2110  Judiciary 

5,512,612 

19,286 

5,531,898 

5,421,534 

70,178 

5,491,712 

11,023,610 

3101  Governors  Office 

2,245,665 

9.910 

2,255,575 

2,228.345 

31.264 

2,259,609 

4,515,184 

3201  Secretary  Of  States  Office 

53,893 

255 

54,148 

67,921 

663 

68,584 

122,732 

3202  Commissioner  Of  Political  Prac 

124,310 

684 

124.994 

121,426 

2,052 

123,478 

248,472 

3401  State  Auditors  Office 

1,934.429 

11,309 

1.945,738 

1,910,562 

33,467 

1,944,029 

3,889,767 

3501  Office  Of  Public  Instruction 

49,527,971 

14,334 

49.542,305 

42,366,201 

43,423 

42,409,624 

91,951,929 

3511  Billings  Vo  Tech 

1,214,510 

0 

1,214.510 

1,194,378 

0 

1,194,378 

2,408,888 

3512  Butte  Vo  Tech 

1,271,869 

0 

1,271,869 

1,243,160 

0 

1,243,160 

2,515,029 

3513  Great  Falls  Vo  Tech 

1,698,658 

0 

1,698.658 

1,675,801 

0 

1,675,801 

3,374,459 

3514  Helena  Vo  Tech 

1.922,930 

0 

1.922,930 

1,897,449 

0 

1,897,449 

3,820,379 

3515  Missoula  Vo  Tech 

2,030,105 

0 

2,030,105 

2,006,884 

0 

2,006,884 

4,036,989 

4107  Crime  Control  Division 

458,663 

2,729 

461,392 

462,951 

8,131 

471,082 

932,474 

4108  Highway  Traffic  Safety 

180,701 

0 

180,701 

180,696 

0 

180,696 

361,397 

4110  Department  Of  Justice 

12,877,618 

52,071 

12,929,689 

9,631,325 

135,075 

9,766,400 

22.696,089 

5101  Board  Of  Public  Education 

107,559 

422 

107,981 

105,438 

1,371 

106.809 

214,790 

5102  Commissioner  Of  Higher  Ed 

10,761,295 

605,746 

11,367,041 

10,510,588 

1,926,552 

12,437,140 

23,804,181 

5103  University  Of  Montana 

25,305,945 

0 

25,305,945 

25.342,171 

0 

25,342.171 

50,648,116 

5104  Montana  State  University 

30,985,467 

0 

30,985,467 

31.075,236 

0 

31,075,236 

62,060.703 

5 105  Mont  College  Of  Min  Sc  &  Tech 

8,516,676 

0 

8,516,676 

8,507,278 

0 

8,507,278 

17,023,954 

5106  Eastern  Montana  College 

9,679,183 

0 

9.679,183 

9,668,074 

0 

9,668,074 

19,347.257 

5107  Northern  Montana  College 

5,452.942 

0 

5,452,942 

5,425,267 

0 

5,425,267 

10,878,209 

5108  Western  Montana  College 

3,282,955 

0 

3.282,955 

3,260,385 

0 

3,260,385 

6,543,340 

5109  Agricultural  Exper  Station 

7,226,947 

0 

7,226,947 

7,263,780 

0 

7,263.780 

14,490,727 

5110  Extension  Service 

2,786,119 

0 

2.786,119 

2,788,897 

0 

2,788,897 

5,575,016 

5111  Forestry  &  Cons  Exper  Station 

702,762 

0 

702,762 

702,782 

0 

702,782 

1,405,544 

5113  School  For  The  Deaf  &  Blind 

2,489,345 

46.846 

2,536,191 

2,475,990 

108.566 

2,584,556 

5,120,747 

5114  Montana  Arts  Council 

128,825 

698 

129,523 

123,903 

1.960 

125.863 

255,386 

5115  Library  Commission 

1,288,607 

3.776 

1,292,383 

1,019,897 

10.624 

1,030,521 

2,322,904 

5117  Historical  Society 

1,351,639 

7,679 

1.359,318 

1,332,534 

22.191 

1,354,725 

2,714,043 

5119  Fire  Services  Training  School 

251,466 

0 

251,466 

230,853 

0 

230,853 

482,319 

5201  DeptOfFish,  Wildlife  &  Parks 

311,105 

0 

311,105 

315,937 

0 

315,937 

627,042 

5301  Dept  Health  &  Environ  Sciences 

3,006,290 

9,413 

3,015,703 

2,993,621 

28,644 

3,022,265 

6,037,968 

540 1  Department  Of  Transportation 

131,072 

217 

131,289 

31,689 

660 

32,349 

163,638 

5501  Department  Of  State  Lands 

8,375,187 

37.243 

8.412.430 

8,337,958 

116,097 

8,454,055 

16.866,485 

5603  Department  Of  Livestock 

452,026 

2,570 

454,596 

443,632 

7,446 

451,078 

905,674 

5706  Dept  Nat  Resource/Conservation 

3,330,062 

20,109 

3,350,171 

3,322,275 

60.799 

3.383,074 

6.733,245 

5801  Department  Of  Revenue 

20,670,750 

143,276 

20,814,026 

20,358,651 

400,641 

20,759,292 

41,573,318 

6101  Department  Of  Administration 

3,921,002 

15,699 

3,936,701 

3,785,413 

47,650 

3,833,063 

7,769.764 

6201  Department  Of  Agriculture 

530,005 

3.459 

533,464 

458,724 

9,912 

468,636 

1,002,100 

6401  Dept.  Corrections  &  Human  Ser 

76,218,335 

406,319 

76,624,654 

77,169,376 

1,207,470 

78,376,846 

155,001,500 

6501  Department  Of  Commerce 

1,529,947 

6.940 

1,536,887 

1.529,587 

21,197 

1,550,784 

3,087,671 

6602  Labor  &  Industry 

811,109 

2,630 

813,739 

780,864 

7,547 

788,411 

1,602,150 

6701  Adjutant  General 

1,992,522 

8,516 

2,001,038 

1,991,110 

24,735 

2,015,845 

4,016,883 

6901  Dept  Social  &  Rehab  Services 

116,235,896 

47.698 

116,283,594 

129,892,185 

151,109 

130,043,294 

246,326,888 

6911  Department  Of  Family  Services 

37.318.512 

120.171 

37.438.683 

32,483,300 

328.271 

32.811.571 

70.250.254 

Totals 

$470,581,261 

$1,619,046  $472,200,307  $468,681,512 

$4,873,803 

W73.555.315 

$945,755,622 
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State  Special  Revenue  Fund 

The  state  special  revenue  fund  "consists  of  money  from 
state  and  other  nonfederal  sources  deposited  in  the 
state  treasury  that  is  earmarked  for  the  purposes  of 
defraying  particular  costs  of  an  agency,  program,  or 
function  of  state  government."  The  following  table 
shows  the  state  special  revenue  funds  appropriated  in 
House  Bill  2  and  allocated  for  pay  plan  (HB  198)  for 
the  1995  biennium.   In  addition  to  the  appropriations 


shown,  substantial  amounts  of  state  special  revenue 
are  spent  through  statutory  appropriations  and 
appropriations  in  other  bills.  For  example,  over  $800 
million  will  be  distributed  during  the  1995  biennium 
from  the  state's  largest  state  special  revenue  account 
(the  school  equalization  aid  account)  to  local  school 
districts  for  support  of  K-12  education.  Because  these 
funds  are  statutorily  appropriated,  they  are  not 
included  in  the   appropriations  shown  in  the  table. 


State  Special  Revenue  Fund  Comparison 

House  Bill  2  Plus  Pay  Plan  Allocation 

House 

Pay 

House 

Pay 

Agcy 

Bill  2 

Plan 

Total 

Bill  2 

Plan 

Total 

Total 

Code                      Agency  Name 

Fiscal  1994 

Fiscal  1994 

Fiscal  1994 

Fiscal  1995 

Fiscal  1995 

Fiscal  1995 

Biennium 

1101  Legislative  Auditor 

$1,417,533 

$7,705 

$1,425,238 

$1,398,833 

$24,200 

$1,423,033 

$2,848,271 

1104  Legislative  Council 

917,104 

3,247 

920,351 

442,751 

5,631 

448,382 

1,368,733 

1111  Environmental  Quality  Council 

27,256 

0 

27,256 

0 

0 

0 

27,256 

1112  Consumer  Counsel 

1,002,125 

1,200 

1,003,325 

1,002,911 

4,400 

1,007,311 

2,010,636 

2110  Judiciary 

519,397 

2,587 

521,984 

514,327 

7,174 

521,501 

1,043,485 

3101  Governors  Office 

739,297 

401 

739,698 

244,627 

1,230 

245,857 

985,555 

3401  State  Auditors  Office 

1,151,297 

1,764 

1,153,061 

1,053,799 

4,881 

1,058,680 

2,211,741 

3501  Office  Of  Public  Instruction 

4,703,010 

2,160 

4,705,170 

4,337,052 

6,480 

4,343,532 

9,048,702 

3511  Billings  Vo  Tech 

327,741 

0 

327,741 

333,717 

0 

333,717 

661,458 

3512  Butte  Vo  Tech 

81,383 

0 

81,383 

82,733 

0 

82,733 

164,116 

3513  Great  Falls  Vo  Tech 

156,776 

0 

156,776 

159,538 

0 

159,538 

316,314 

3514  Helena  Vo  Tech 

114,499 

0 

114,499 

116,514 

0 

116,514 

231,013 

3515  Missoula  Vo  Tech 

211,601 

0 

211,601 

215,498 

0 

215,498 

427,099 

4107  Crime  Control  Division 

623,108 

810 

623,918 

623,274 

2,406 

625,680 

1,249,598 

4108  Highway  Traffic  Safety 

381,946 

600 

382,546 

382,991 

1,769 

384,760 

767,306 

4110  Department  Of  Justice 

16,230,476 

94,157 

16,324,633 

19,253,591 

309,733 

19,563,324 

35,887,957 

4201  Public  Service  Regulation 

2,342,283 

10,962 

2,353,245 

2,024,202 

32,118 

2,056,320 

4,409,565 

5101  Board  Of  Public  Education 

85,070 

524 

85,594 

82,934 

1,478 

84,412 

170,006 

5103  University  Of  Montana 

4,495,027 

0 

4,495,027 

4,512,622 

0 

4,512,622 

9,007,649 

5104  Montana  State  University 

4,499,293 

0 

4,499,293 

4,516,905 

0 

4,516,905 

9,016,198 

5105  Mont  College  Of  Min  Sc  &  Tech 

1,446,775 

0 

1,446,775 

1,449,831 

0 

1,449,831 

2,896,606 

5106  Eastern  Montana  College 

1,488,071 

0 

1,488,071 

1,493,896 

0 

1,493,896 

2,981,967 

5107  Northern  Montana  College 

793,101 

0 

793,101 

796,205 

0 

796,205 

1,589,306 

5108  Western  Montana  College 

461,733 

0 

461,733 

463,541 

0 

463,541 

925,274 

5113  School  For  The  Deaf  &  Blind 

452,574 

2,040 

454,614 

460,479 

5,753 

466,232 

920,846 

5114  Montana  Arts  Council 

321,173 

761 

321,934 

213,667 

2,121 

215,788 

537,722 

5115  Library  Commission 

610,209 

974 

611,183 

498,930 

2,903 

501,833 

1,113,016 

5117  Historical  Society 

101,384 

369 

101,753 

101,639 

1,087 

102,726 

204,479 

5201  Dept  Of  Fish,  Wildlife  &  Parks 

25,921,761 

103,771 

26,025,532 

24,117,068 

310,824 

24,427,892 

50,453,424 

5301  Dept  Health  &  Environ  Sciences 

14,319,839 

36,773 

14,356,612 

14,023,772 

114,144 

14,137,916 

28,494,528 

5401  Department  Of  Transportation 

165,164,612 

273,679 

165,438,291 

166,707,615 

854,922 

167,562,537 

333,000,828 

5501  Department  Of  State  Lands 

9,011,872 

19,086 

9,030,958 

5,358,279 

61,936 

5,420,215 

14,451,173 

5603  Department  Of  Livestock 

4,710,818 

25,330 

4,736,148 

4,795,946 

75,752 

4,871,698 

9,607,846 

5706  Dept  Nat  Resource/Conservation 

11,304,543 

33,793 

11,338,336 

8,505,584 

102,627 

8,608,211 

19,946,547 

5801  Department  Of  Revenue 

658,542 

3,714 

662,256 

668,949 

10,610 

679,559 

1,341,815 

6101  Department  Of  Administration 

1,969,355 

4,326 

1,973,681 

1,949,161 

23,362 

1,972,523 

3,946,204 

6201  Department  Of  Agriculture 

6.797,521 

14,205 

6,811,726 

5,995,716 

43,204 

6,038,920 

12,850,646 

6401  Dept.  Corrections  &  Human  Ser 

6,179,243 

31,463 

6,210,706 

6,691,175 

94,045 

6,785,220 

12,995,926 

6501  Department  Of  Commerce 

18,177,602 

29,973 

18,207,575 

16,567,519 

89,975 

16,657,494 

34,865,069 

6602  Labor  &  Industry 

13,236,016 

98,959 

13,334,975 

10,811,450 

287,421 

11,098,871 

24,433,846 

6701  Adjutant  General 

46,971 

244 

47,215 

43,496 

646 

44,142 

91,357 

6901  Dept  Social  &  Rehab  Services 

15,043,964 

43,764 

15,087,728 

15,339,376 

124,652 

15,464,028 

30,551,756 

6911  Department  Of  Family  Services 

3.016.873 

9.104 

3.025.977 

3.046.031 

25,834 

3.071.865 

6.097.842 

Totals 

$341,260,774 

$858,445 

6342. 119,219 

$331,398,144 

$2,633,318 

5334,031,462 

$676,150,681 
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AGENCY  BUDGET  COMPARISONS  BY  FUND  TYPE 


Federal  Funds 

The  federal  special  revenue  fund  "consists  of  money 
deposited  in  the  treasury  from  federal  sources, 
including  trust  income,  that  is  used  for  the  operation 
of  state  government."  The  following  table  shows  the 


federal  funds  appropriated  in  House  Bill  2  and 
allocated  for  pay  plan  (HB  198)  for  the  1995  biennium. 
Spending  authority  for  additional  federal  funds  is 
provided  in  other  appropriation  bills,  statutory 
appropriations,  and  through  the  budget  amendment 
process  during  the  biennium. 


Federal  Special  Fund  Comparison 

House  B 

House 

ill  2  Plus  Pay  Plan  Allocation 

Pay 

House 

Pay 

Agcy 

Bill  2 

Plan 

Total 

Bill  2 

Plan 

Total 

Total 

Code                          Agencv  Name 

Fiscal  1994 

Fiscal  1994 

Fiscal  1994 

Fiscal  1995 

Fiscal  1995 

FiscaT1995^ 

Biennium 

$990,961 

3101  Governors  Office 

$489,406 

$2,166 

$491,572 

$492,494 

$6,895 

$499,389 

3501  Office  Of  Public  Instruction 

16,689,989 

13,513 

16,703,502 

4,727,034 

40,132 

4,767,166 

21,470,668 

4107  Crime  Control  Division 

3,799,028 

902 

3,799,930 

3,799,027 

2,630 

3,801,657 

7,601,587 

4108  Highway  Traffic  Safety 

1,308,397 

1,593 

1,309,990 

1,306,686 

4,782 

1,311,468 

2,621,458 

4110  Department  Of  Justice 

1,478,511 

614 

1,479,125 

1,475,761 

1,785 

1,477,546 

2,956,671 

4201  Public  Service  Regulation 

29.727 

0 

29,727 

28,168 

0 

28,168 

57,895 

5102  Commissioner  Of  Higher  Ed 

9,490,665 

14,400 

9,505,065 

9,606,290 

42,412 

9,648,702 

19,153,767 

5113  School  For  The  Deaf  &  Blind 

106,823 

1,147 

107,970 

106,823 

3,236 

110,059 

218,029 

5114  Montana  Arts  Council 

950,349 

1,174 

951,523 

251,912 

3,263 

255,175 

1,206,698 

5115  Library  Commission 

2,354,184 

2,543 

2,356,727 

394,184 

7,102 

401,286 

2,758,013 

5116  Montana  Council  On  Vocational 

165,257 

731 

165,988 

165,781 

2,109 

167,890 

333,878 

5117  Historical  Society 

712,692 

1,673 

714,365 

702,475 

4,905 

707,380 

1,421,745 

5201  Dept  Of  Fish,  Wildlife  &  Parks 

10,970,427 

23,161 

10.993,588 

9,638,009 

70,050 

9,708,059 

20,701,647 

5301  Dept  Health  &  Environ  Sciences 

40,530,372 

51,321 

40,581,693 

43,103,917 

153,444 

43,257,361 

83,839,054 

5401  Department  Of  Transportation 

163,606,763 

168,349 

163,775,112 

164,736,066 

492,277 

165,228,343 

329,003,455 

5501  Department  Of  State  Lands 

6,884,887 

10,398 

6,895,285 

6,898,763 

32,236 

6,930,999 

13,826,284 

5603  Department  Of  Livestock 

357,948 

1,888 

359,836 

361,275 

5,430 

366,705 

726,541 

5706  Dept  Nat  Resource/Conservation 

13,125,544 

5.086 

13,130,630 

1,211,078 

15,339 

1,226,417 

14,357,047 

5801  Department  Of  Revenue 

197,954 

1,218 

199,172 

193,865 

3,494 

197,359 

396,531 

6101  Department  Of  Administration 

30,057 

244 

30,301 

30,058 

609 

30,667 

60,968 

6201  Department  Of  Agriculture 

595,714 

3,179 

598,893 

521,013 

7,863 

528,876 

1,127,769 

6401  Dept.  Corrections  &  Human  Ser 

6,098,024 

6,769 

6,104,793 

6,024,565 

19,665 

6,044,230 

12,149,023 

6501  Department  Of  Commerce 

30,580,413 

4,423 

30,584,836 

31,037,629 

13,093 

31,050,722 

61,635,558 

6602  Labor  &  Industry 

27,928,763 

40,696 

27,969,459 

26,846,759 

116,349 

26,963,108 

54,932,567 

6701  Adjutant  General 

4,683,658 

15,019 

4,698,677 

4,612,169 

42,984 

4,655,153 

9,353,830 

6901  Dept  Social  &  Rehab  Services 

338,561,604 

141,214 

338,702,818 

358.187,633 

420,935 

358,608,568 

697,311,386 

6911  Department  Of  Family  Services 

21,962.270 

35,893 

21.998.163 

19^898,432 

82,898 

19,981,330 

41,979,493 

Totals 

$703,689,426 

$549,314 

$704,238,740 

$696,357,866 

$1,595,917 

$697,953,783 

$1,402,192,523 
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AGENCY  BUDGET  COMPARISONS  BY  FUND  TYPE 


Proprietary  Funds 

Proprietary  funds  include  two  types  of  accounts: 

1)  enterprise  funds  "which  account  for  operations 
that  are  financed  whenever  the  intent  of  the  legislature 
is  that  costs  of  providing  goods  or  services  to  the 
general  public  on  a  continuing  basis  are  to  be  financed 
or  recovered  primarily  through  user  charges";  and 

2)  internal  service  funds  "which  account  for  the 
financing    of    goods    or    services    provided    by    one 


department  or  agency  to  other  departments  or  agencies 
of  state  government  or  to  other  governmental  entities 
on  a  cost-reimbursed  basis." 

The  following  table  shows  the  appropriations  from 
proprietary  funds  for  the  1995  biennium  included  in 
House  Bill  2  and  allocated  for  pay  plan  (HB  198). 
Spending  authority  for  additional  proprietary  funds  is 
provided  in  miscellaneous  appropriation  bills  described 
in  the  agency  narratives,  statutory  appropriations,  and 
through  the  budget  amendment  process  during  the 
biennium. 


Proprietary  Fund  Comparison 

House  Bill  2  Plus  Pay  Plan  Allocation 

House 

Pay 

House 

Pay 

Agcy 

Bill  2 

Plan 

Total 

Bill  2 

Plan 

Total 

Total 

Code                      Agency  Name 

Fiscal  1994 

Fiscal  1994 

Fiscal  1994 

Fiscal  1995 

Fiscal  1995 

Fiscal  1995 

Biennium 

3201  Secretary  Of  States  Office 

$1,602,889 

$8,448 

$1,611,337 

$1,451,323 

$22,770 

$1,474,093 

$3,085,430 

3401  State  Auditors  Office 

194,438 

1,501 

195,939 

193,302 

4,132 

197,434 

393,373 

3501  Office  Of  Public  Instruction 

1,097,357 

4,829 

1,102,186 

1,084,112 

14,570 

1,098,682 

2,200,868 

4110  Department  Of  Justice 

950,071 

5,719 

955,790 

949,785 

17,347 

967,132 

1,922,922 

5102  Commissioner  Of  Higher  Ed 

18,119,770 

1,320 

18,121,090 

19,992,080 

3,889 

19,995,969 

38,117,059 

5117  Historical  Society 

579,799 

2,842 

582,641 

585,497 

5,320 

590,817 

1,173,458 

5201  Dept  Of  Fish,  Wildlife  &  Parks 

2,308,709 

986 

2,309,695 

2,416,821 

2,899 

2,419,720 

4,729,415 

5301  Dept  Health  &  Environ  Sciences 

2,408,650 

9,255 

2,417,905 

2,310,214 

28,169 

2,338,383 

4,756,288 

5401  Department  Of  Transportation 

16,802,808 

31,424 

16,834,232 

16,183,175 

96,317 

16,279,492 

33,113,724 

5501  Department  Of  State  Lands 

456,243 

1,133 

457,376 

501,238 

4,040 

505,278 

962,654 

5801  Department  Of  Revenue 

969,194 

6,633 

975,827 

941,744 

19,511 

961,255 

1,937,082 

6101  Department  Of  Administration 

41,541,837 

55,325 

41,597,162 

40,964,800 

170,826 

41,135,626 

82,732,788 

6103  State  Compensation  Ins.  Fund 

168,398,081 

0 

168,398,081 

182,807,255 

0 

182,807,255 

351,205,336 

6201  Department  Of  Agriculture 

223,438 

877 

224,315 

221,853 

2,960 

224,813 

449,128 

6401  Dept.  Corrections  &  Human  Ser 

3,771,818 

7,617 

3,779,435 

4,183,673 

21,327 

4,205,000 

7,984,435 

6501  Department  Of  Commerce 

14,354,705 

40,070 

14,394,775 

13,541,156 

121,032 

13,662,188 

28,056,963 

6602  Labor  &  Industry 

4.937.388 

15,875 

4.953.263 

5.049.771 

47.068 

5.096.839 

10.050.102 

Totals 

$278,717,195 

$193,854 

$278,911,049 

$293,377,799 

$582,177 

$293,959,976 

$572,871,025 
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AGENCY  BUDGET  COMPARISONS  BY  FUND  TYPE 


Other  Funds 

The  following  tables  show  the  appropriations  in  House 
Bill  2  and  allocations  for  pay  plan  (HB  198)  for  the 
1995  biennium  from  several  smaller  funds  in  the  state 
treasury. 

The  capital  projects  fund  "accounts  for  financial 
resources  to  be  used  for  the  acquisition  or  construction 
of  major  capital  facilities,  other  than  those  financed  by 
proprietary  funds  or  trust  funds".  As  the  table  below 
shows,  the  only  appropriation  in  House  Bill  2  from  this 
fund  is  to  the  Department  of  Administration  (DofA)  for 
maintenance  of  part  of  the  capitol  complex. 
Historically,  the  legislature  has  included  the  transfer 
of  funds  to  the  DofA    for  this    maintenance  as  an 


expenditure  item.  However,  it  has  been  difficult  to 
ensure  that  the  correct  amount  is  appropriated. 

Consequently,  the  legislature  adopted  language  that 
appropriates  the  amount  of  the  transfer  necessary  in 
the  1995  biennium.  Most  of  the  money  from  the 
capital  projects  fund  is  appropriated  in  House  Bill  5 
(the  long-range  building  bill)  or  in  language  and 
statutory  appropriations. 

Expendable  and  non-expendable  trusts  are  in  the 
fiduciary  fund  category,  which  is  "used  to  account  for 
assets  held  by  state  government  in  a  trustee  capacity 
or  as  an  agent  for  individuals,  private  organizations, 
other  governmental  entities,  or  other  funds."  Most 
expenditures  from  these  funds  are  authorized  by 
statutory  appropriations. 


Capital  Projects  Fund  Comparison 
House  Bill  2  Plus  Pay  Plan  Allocation 

Agcy 

Code                     Agency  Name 

House                      Pay 

Bill  2                      Plan 

Fiscal  1994        Fiscal  1994 

House 
Total                     Bill  2 
Fiscal  1994        Fiscal  1995 

Pay 

Plan 

Fiscal  1995 

Total 
Fiscal  1995 

Total 
Biennium 

6101   Department  Of  Administration 
Totals 

$58,305                $0 

$58,305                 $0 

$58.305                $58,312 
$58,305                $58,312 

$0 
$0 

$58,312 

$58,312 

$116,617 

$1  16,617 

Expendable  Trust  Fund  Comparison 
House  Bill  2  Plus  Pay  Plan  Allocation 


Agcy 
Code 


Agency  Name 


House 

Bill  2 

Fiscal  1994 


Pay 

Plan 

Fiscal  1994 


Total 
Fiscal  1994 


House 

Bill  2 

Fiscal  1995 


Pay 

Plan 

Fiscal  1995 


Total 
Fiscal  1995 


Total 
Biennium 


5706  Dept  Nat  Resource/Conservation          $397,569                        $0  $397,569  $0 

6101    Department  Of  Administration                    12,067                           0               12,067  11,633 

6201    Department  Of  Agriculture                           65.846                     4J>6               66.302  63,903 

Totals $475.482 $456  $475.938  $75.536 


$0 
0 

1,344 


$0 
11,633 
65.247 


$397,569 

23.700 

131.549 


$1.344     $76.880    $552.818 


Non-Expendable  Trust  Fund  Comparison 
House  Bill  2  Plus  Pay  Plan  Allocation 


Agcy 
Code 


Agency  Name 


House 

Bill  2 

Fiscal  1994 


Pay 

Plan 

Fiscal  1994 


Total 
Fiscal  1994 


House 

Bill  2 

Fiscal  1995 


Pay 

Plan 

Fiscal  1995 


Total 
Fiscal  1995 


Total 
Biennium 


6101   Department  Of  Administration  $0 

6104  Public  Employees  Retirement  Bd  1.183,270 

6105  Teachers  Retirement  Board  670,239 

Totals $1.853.509 


$0 
5,116 
2,923 


$0 

1,188,386 

673.162 


$0 

1,110,389 

627,711 


$116 

14,653 

8,168 


$116 

1,125,042 

635.879 


$116 
2,313,428 

1.309,041 


$8.039         $1.861.548         $1.738.100 


$22.937         $1.761.037      $3.622.585 
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AGENCY  BUDGET  COMPARISONS  BY  FUND  TYPE 


Current  Unrestricted  Fund 


The  current  unrestricted  fund  is  used  by  the  Montana 
University  System  to  account  for  money  deposited  in 
the  state  treasury  "that  can  be  expended  for  general 
operations  and  is  free  of  externally  imposed 
restrictions,  except  those  imposed  by  the  legislature." 


In  House  Bill  2,  appropriations  from  the  current 
unrestricted  fund  include  anticipated  tuition  and  fee 
collections  at  the  six  units  and  vocational-technical 
centers;  sales  revenue  earned  at  the  Agricultural 
Experiment  Station,  Cooperative  Extension  Service, 
and  Bureau  of  Mines;  and  other  income  such  as  federal 
revenue.  Allocations  for  pay  plan  (HB  198)  are  from 
anticipated  tuition  and  fees  revenue  and  from  general 
fund  appropriated  to  and  disbursed  by  the  Office  of  the 
Commissioner  of  Higher  Education  (CHE). 


Current  Unrestricted  Fund  Comparison 

House  Bill  2  Plus  Pay  Plan  Allocation 

House 

Pay 

House 

Pay 

Agcy 

Bill  2 

Plan 

Total 

Bill  2 

Plan 

Total 

Total 

Code                        Agency  Name 

Fiscal  1994 

Fiscal  1994 

Fiscal  1994 

Fiscal  1995 

Fiscal  1995 

Fiscal  1995 

Biennium 
$979,671 

3511  Billings  Vo  Tech 

$469,315 

$10,090 

$479,405 

$469,315 

$30,951 

$500,266 

3512  Butte  Vo  Tech 

346,566 

9,469 

356,035 

346,566 

29,396 

375,962 

731,997 

3513  Great  Falls  Vo  Tech 

684,163 

13,113 

697,276 

684,163 

40,292 

724,455 

1,421,731 

3514  Helena  Vo  Tech 

606,615 

12,964 

619,579 

606,615 

40,224 

646,839 

1,266,418 

3515  Missoula  Vo  Tech 

620,064 

14,677 

634,741 

620,064 

45,300 

665,364 

1,300,105 

5103  University  Of  Montana 

22,052,811 

247,915 

22,300,726 

22,052,811 

766,842 

22,819,653 

45,120,379 

5104  Montana  State  University 

19,922,177 

267,229 

20,189,406 

19,922,177 

827,400 

20,749,577 

40,938,983 

5105  Mont  College  Of  Min  Sc  &  Tech 

3,186,449 

56,258 

3,242,707 

3,186,449 

175,274 

3,361,723 

6,604,430 

5106  Eastern  Montana  College 

5,179,754 

78,309 

5,258,063 

5,179,754 

242,741 

5,422,495 

10,680,558 

5107  Northern  Montana  College 

2,650,914 

46,783 

2,697,697 

2,650,914 

146,424 

2,797,338 

5,495,035 

5108  Western  Montana  College 

1,522,544 

29,093 

1,551,637 

1,522,544 

90,472 

1,613,016 

3,164,653 

5109  Agricultural  Exper  Station 

2,790,544 

59,822 

2,850,366 

2,792,758 

189,319 

2,982,077 

5,832,443 

5110  Extension  Service 

2,161,652 

28,447 

2,190,099 

2,161,652 

90,476 

2,252,128 

4,442,227 

5111  Forestry  &  Cons  Exper  Station 

0 

3,588 

3,588 

0 

11,411 

11,411 

14,999 

5119  Fire  Services  Training  School 

0 

1.306 

1.306 

0 

4.152 

4,152 

5.458 

Totals 

$62,193,568 

$879,063 

$63,072,631 

$62,195,782 

$2,730,674 

$64,926,456 

$127,999,087 
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Total  Funds 

The  following  table  shows  the  $3.7  billion  total 
appropriation  made  to  state  agencies  for  the  1995 
biennium  in  House  Bill  2  and  House  Bill  198  (the  pay 
plan    bill).      While    House    Bill    2  is    the  general 


appropriations  act  for  state  agencies,  another  $1.7 
billion  will  be  spent  from  the  state  treasury  during  the 
biennium  through  spending  authority  granted  in 
statutory  appropriations,  miscellaneous  appropriation 
bills,  language  appropriations,  and  budget 
amendments. 


All  Budgeted  Funds  Comparison 

Hous 

e  Bill  2  Plus  Pay  Plan  Allocation 
Pay                                            House 

House 

Pay 

Agcy 

Bill  2 

Plan 

Total 

Bill  2 

Plan 

Total 

Total 

Code                  Agency  Name 
1101  Legislative  Auditor 

Fiscal  1994 

Fiscal  1994 

Fiscal  1994 
$2,732,638 

Fiscal  1995 

Fiscal  1995 

Fiscal  1995_ 
$2,729,940 

Biennium 
$5,462,578 

$2,717,820 

$14,818 

$2,683,439 

$46,501 

1102  Legislative  Fiscal  Analyst 

821,249 

3,792 

825,041 

847.304 

12,751 

860.055 

1,685,096 

1104  Legislative  Council 

2,894,825 

9,840 

2.904.665 

2.578,495 

32,005 

2,610.500 

5,515,165 

1111  Environmental  Quality  Council 

303.774 

1,543 

305,317 

277,830 

4.682 

282,512 

587,829 

1112  Consumer  Counsel 

1,002,125 

1,200 

1.003.325 

1,002,911 

4,400 

1.007.311 

2,010,636 

2110  Judiciary 

6,032,009 

21,873 

6,053,882 

5,935,861 

77,352 

6.013.213 

12,067,095 

3101  Governors  Office 

3.474,368 

12,477 

3,486,845 

2.965,466 

39.389 

3,004,855 

6,491,700 

3201  Secretary  Of  States  Office 

1,656.782 

8,703 

1.665.485 

1,519.244 

23,433 

1,542.677 

3,208,162 

3202  Commissioner  Of  Political  Prac 

124.310 

684 

124,994 

121,426 

2,052 

123,478 

248,472 

3401  State  Auditors  Office 

3.280,164 

14,574 

3.294,738 

3,157,663 

42.480 

3,200,143 

6,494.881 

3501  Office  Of  Public  Instruction 

72,018.327 

34,836 

72,053,163 

52,514,399 

104,605 

52,619,004 

124,672.167 

3511  Billings  Vo  Tech 

2,011.566 

10,090 

2,021,656 

1,997.410 

30,951 

2,028,361 

4,050,017 

3512  Butte  Vo  Tech 

1,699.818 

9,469 

1,709,287 

1,672.459 

29,396 

1,701,855 

3,411.142 

3513  Great  Falls  Vo  Tech 

2,539.597 

13.113 

2,552,710 

2,519,502 

40,292 

2,559,794 

5,112.504 

3514  Helena  Vo  Tech 

2.644.044 

12,964 

2.657,008 

2.620.578 

40,224 

2,660,802 

5.317.810 

3515  Missoula  Vo  Tech 

2,861.770 

14,677 

2.876.447 

2.842.446 

45,300 

2,887,746 

5,764,193 

4107  Crime  Control  Division 

4,880,799 

4.441 

4.885.240 

4,885,252 

13,167 

4,898,419 

9,783,659 

4108  Highway  Traffic  Safety 

1,871,044 

2,193 

1,873,237 

1,870,373 

6.551 

1,876.924 

3,750,161 

4110  Department  Of  Justice 

31,536.676 

152,561 

31.689.237 

31,310.462 

463.940 

31,774,402 

63,463.639 

4201  Public  Service  Regulation 

2.372,010 

10,962 

2,382.972 

2,052,370 

32,118 

2.084.488 

4,467.460 

5101  Board  Of  Public  Education 

192,629 

946 

193,575 

188,372 

2,849 

191.221 

384,7% 

5102  Commissioner  Of  Higher  Ed 

38,371,730 

621,466 

38,993,196 

40,108,958 

1,972,853 

42,081.811 

81,075,007 

5103  University  Of  Montana 

51,853.783 

247,915 

52.101,698 

51,907,604 

766.842 

52.674,446 

104,776,144 

5104  Montana  State  University 

55.406.937 

267,229 

55,674,166 

55,514.318 

827.400 

56,341.718 

112,015.884 

5105  Mont  College  Of  Min  Sc  &  Tech 

13,149.900 

56,258 

13,206.158 

13,143.558 

175,274 

13,318,832 

26.524,990 

5106  Eastern  Montana  College 

16,347.008 

78.309 

16.425,317 

16,341.724 

242,741 

16,584,465 

33,009.782 

5107  Northern  Montana  College 

8,896,957 

46,783 

8.943,740 

8.872.386 

146,424 

9,018,810 

17,962,550 

5108  Western  Montana  College 

5,267.232 

29,093 

5,296,325 

5,246.470 

90,472 

5,336.942 

10,633,267 

5109  Agricultural  Exper  Station 

10,017,491 

59.822 

10.077,313 

10.056.538 

189.319 

10,245,857 

20,323,170 

5110  Extension  Service 

4.947,771 

28,447 

4,976,218 

4.950,549 

90,476 

5.041.025 

10,017,243 

5111  Forestry  &  Cons  Exper  Station 

702,762 

3,588 

706,350 

702,782 

11,411 

714,193 

1,420,543 

5113  School  For  The  Deaf  &  Blind 

3,048,742 

50,033 

3,098.775 

3,043,292 

117,555 

3,160,847 

6,259.622 

5114  Montana  Arts  Council 

1,400.347 

2,633 

1,402.980 

589,482 

7,344 

596,826 

1,999,806 

5115  Library  Commission 

4,253,000 

7,293 

4.260,293 

1,913,011 

20,629 

1,933,640 

6,193,933 

5116  Montana  Council  On  Vocational 

165.257 

731 

165,988 

165,781 

2.109 

167.890 

333,878 

5117  Historical  Society 

2,745,514 

12.563 

2,758,077 

2,722,145 

33,503 

2.755.648 

5,513.725 

5119  Fire  Services  Training  School 

251.466 

1,306 

252.772 

230,853 

4,152 

235,005 

487,777 

5201  DeptOfFish,  Wildlife  &  Parks 

39,512.002 

127,918 

39.639,920 

36,487,835 

383,773 

36,871.608 

76,511,528 

5301  Dept  Health  &  Environ  Sciences 

60,265.151 

106,762 

60,371,913 

62,431,524 

324,401 

62,755,925 

123,127,838 

5401  Department  Of  Transportation 

345,705,255 

473,669 

346,178.924 

347,658,545 

1,444,176 

349,102,721 

695,281,645 

5501  Department  Of  State  Lands 

24,728,189 

67,860 

24.796,049 

21,096,238 

214,309 

21,310,547 

46,106,596 

5603  Department  Of  Livestock 

5,520.792 

29,788 

5,550,580 

5,600,853 

88,628 

5,689,481 

11,240,061 

5706  Dept  Nat  Resource/Conservation 

28,157,718 

58,988 

28,216,706 

13,038,937 

178,765 

13,217,702 

41,434.408 

5801  Department  Of  Revenue 

22,496.440 

154,841 

22,651.281 

22,163,209 

434,256 

22,597.465 

45,248.746 

6101  Department  Of  Administration 

47.532,623 

75,594 

47.608,217 

46,799,377 

242,563 

47,041.940 

94,650,157 

6103  State  Compensation  Ins.  Fund 

168,398.081 

0 

168,398,081 

182,807,255 

0 

182.807,255 

351,205.336 

6104  Public  Employees  Retirement  Bd 

1,183,270 

5,116 

1,188,386 

1,110,389 

14,653 

1,125,042 

2.313.428 

6105  Teachers  Retirement  Board 

670,239 

2,923 

673,162 

627,711 

8,168 

635,879 

1.309,041 

6201  Department  Of  Agriculture 

8,212.524 

22,176 

8,234,700 

7,261,209 

65,283 

7,326.492 

15,561,192 

6401  Dept.  Corrections  &  Human  Ser 

92,267,420 

452.168 

92,719,588 

94,068,789 

1,342,507 

95,411,296 

188,130,884 

6501  Department  Of  Commerce 

64,642.667 

81,406 

64,724,073 

62,675,891 

245,297 

62,921,188 

127,645,261 

6602  Labor  &  Industry 

46,913,276 

158,160 

47,071.436 

43,488,844 

458.385 

43,947.229 

91,018.665 

6701  Adjutant  General 

6.723,151 

23,779 

6,746.930 

6,646,775 

68,365 

6,715,140 

13,462,070 

6901  Dept  Social  &  Rehab  Services 

469.841,464 

232,676 

470,074,140 

503,419,194 

696  696 

504.115,890 

974,190.030 

6911  Department  Of  Family  Services 

62.297.655 

165.168 

62.462.823 

55,427.763 

437.003 

55.864.766 

118.327.589 

Totals 

$1,858,829,520 

$4,108,217 

$1,862,937,737 

$1,853,883,051 

$12,440,170 

$1,866,323,221 

$3,729,260,958 
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Trust  Fund  Balances 

Montana  has  a  number  of  constitutional  and  statutory 
trusts  that  provide  interest  to  fund  state  government 
operations.  While  the  legislature  has  spent  the 
principal  of  the  education  trust  and  slowed  the  flow  of 
revenue  into  the  Parks  Acquisition  and  Resource 
Indemnity  Tax  trusts,  substantial  balances  remain.  By 
the  end  of  the  1995  biennium,  these  trust  balances  will 
total  nearly  $1.0  billion. 

Table  1  shows  the  history  of  the  eight  major  trusts 
since  fiscal  1973.  Forecasted  amounts  are  shown  for 
fiscal  1994  and  1995  and  are  based  on  assumptions 
adopted  by  ROC  on  November  10,  1993.  Following  is 
a  description  of  each  trust  and  the  income  it  generates. 

Constitutional  Trusts 

Permanent  Coal  Tax  Trust 

Article  DC,  Section  5  of  the  Montana  Constitution 
requires  that  50  percent  of  all  coal  severance  tax 
revenue  be  deposited  in  a  permanent  trust  fund  and 
that  the  principal  of  the  trust  "shall  forever  remain 
inviolate  unless  appropriated  by  a  three-fourths  vote  of 
each  house."  By  statute,  interest  earned  on  this  trust 
that  is  not  earmarked  for  other  programs  is  distributed 
85  percent  to  the  general  fund  and  15  percent  to  the 
school  equalization  account.  Beginning  in  fiscal  1995, 
all  interest  earnings  not  earmarked  will  be  deposited 
in  the  general  fund.  As  described  below,  some  of  the 
interest  earned  on  the  trust  is  earmarked  for  other 
programs. 

The  interest  earned  on  the  permanent  trust  is  an 
important  general  fund  revenue  source.  During  the 
period  fiscal  1981  through  fiscal  1993,  $338.6  million 
in  interest  from  this  trust  was  deposited  in  the  general 
fund.  In  fiscal  1993,  permanent  coal  tax  trust  interest 
provided  7.8  percent  of  total  revenue  to  the  general 
fund. 

Initiative  95,  approved  by  voters  in  1982,  required  that 
25  percent  of  the  revenue  deposited  in  the  permanent 
coal  tax  trust  after  June  30,  1983,  be  placed  in  the  in- 
state investment  trust  fund  for  investment  in  the 
Montana  economy  "with  special  emphasis  on 
investments  in  new  or  expanding  locally  owned 
enterprises."  The  1991  Legislature:  1)  eliminated 
separate  accounting  for  the  in-state  investment  trust; 


and  2)  instructed  the  Board  of  Investments  to 
"endeavor  to  invest  up  to  25%  of  the  permanent  coal 
tax  trust  fund"  in  the  Montana  economy. 

The  1989  and  1991  Legislatures  authorized  the 
Montana  Science  and  Technology  Alliance  (MSTA)  to 
use  $12.6  million  from  the  in-state  investment  fund  for 
investment  in  new  and  expanding  technology-based 
Montana  businesses  and  for  research  and  development 
project  loans.  The  1993  Legislature  authorized  MSTA 
to  invest  an  additional  $11.0  million  from  the  in-state 
investment  program. 

The  payback  of  principal  from  MSTA  loans  returns  to 
the  trust.  Before  July  1,  1993,  the  interest  from  MSTA 
loans  was  distributed  in  the  same  manner  as  other 
interest  earned  on  the  permanent  trust  fund.  House 
Bill  394,  enacted  by  the  1993  Legislature,  created  a 
special  revenue  account  into  which  all  interest  earned 
from  MSTA  loans  is  deposited  and  from  which  MSTA 
expenses  will  be  paid,  with  the  balance  returning  to 
the  trust. 

Coal  tax  revenue  flowing  into  the  permanent  trust  is 
also  used  to  secure  state  bonds  issued  to  finance  water 
resource  development  projects  and  activities.  Since 
1981  when  the  legislature  authorized  this  bonding 
program,  $71.5  million  in  water  development  projects 
throughout  the  state  have  been  authorized  with 
revenue  from  these  bonds. 

During  the  1991  regular  session,  the  legislature 
created  the  clean  coal  technology  demonstration  fund 
within  the  permanent  coal  tax  trust  and  transferred 
$25  million  from  the  permanent  trust  into  this 
subfund.  In  fiscal  1992  through  fiscal  1997,  an 
additional  $5  million  a  year  of  the  coal  tax  revenue 
allocated  to  the  trust  must  be  deposited  in  this 
subfund.  The  legislation  allows  this  portion  of  the 
trust  fund  to  be  invested  in  loans  for  clean  coal 
technology  projects  approved  by  the  legislature.  The 
1991  Legislature  approved  the  installation  of  MHD 
technology  at  the  Corette  power  plant  in  Billings  as  the 
first  clean  coal  technology  project,  making  it  eligible  for 
a  loan  in  the  future.  The  1993  Legislature  authorized 
a  loan  of  up  to  $25  million  for  development, 
engineering,  procurement  and  construction  of  the 
Billings  MHD  demonstration  project,  which  will 
develop  technologies  for  the  production  of  electricity 
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using  clean  coal.  In  order  for  a  loan  to  be  made,  the 
legislature  required  at  least  a  4  to  1  federal  match.  In 
May,  1993  the  U.S.  Department  of  Energy  declined  to 
loan  MHD  Development  Corporation  funds  for  the 
project.  Thus,  the  state  loan  to  MHD  may  not  be  made 
during  the  1995  biennium. 

The  1991  Legislature  also  appropriated  $3.25  million 
from  the  permanent  trust  fund  for  the  Microbusiness 
Development  Act.  These  funds  will  provide  capital  to 
microbusiness  development  corporations  that  will 
provide  loans  and  technical  assistance  to  qualified 
small  businesses.  Interest  earnings  and  loan 
repayments  are  retained  by  the  program  to  finance 
administrative  costs  and  future  loans. 

During  the  January  1992  special  session,  the 
legislature  authorized  the  creation  of  a  school  bond 
contingency  loan  fund  within  the  permanent  trust 
fund.  The  contingency  fund  provided  up  to  $25  million 
in  loan  guarantees  for  school  district  bonds  certified  by 
the  Department  of  Administration  as  meeting 
certification  standards  but  for  which  subsequent 
litigation  prevents  collection  of  property  taxes  levied 
for  debt  service.  School  districts  are  required  to  repay 
any  guarantee  funds  used.  Interest  on  the  contingency 
fund  is  distributed  in  the  same  manner  as  all  other 
interest  earned  on  the  permanent  trust  fund.  This 
legislation  expired  on  January  1,  1993.  House  Bill  667, 
which  was  passed  during  the  1993  legislative  session, 
provides  Guaranteed  Tax  Base  (GTB)  aid  to  certain 
schools  with  bonds  outstanding  or  bond  issues 
contemplated.  The  source  of  funding  for  GTB  aid  is 
the  school  equalization  account. 

The  contingency  fund  has  provided  backing  for  $23.4 
million  in  school  bonds  for  14  schools.  The  average 
balance  in  the  contingency  fund  has  averaged  slightly 
more  than  $2  million.  The  contingency  fund  will 
continue  to  exist  for  the  next  20  years  until  these 
bonds  are  retired. 

In  the  June  1992  election,  voters  approved  a 
referendum  to  create  the  Treasure  State  Endowment 
fund  within  the  permanent  coal  trust  fund.  The  fund 
will  receive  a  $10  million  grant  from  the  trust  principal 
in  fiscal  1994  and  half  the  funds  deposited  in  the  trust 
during  fiscal  1995  through  fiscal  2013.  Interest  earned 
on  the  Treasure  State  Endowment  Fund  will  be  used 
to  finance  local  infrastructure  projects,  as  prioritized  by 


the  departments  of  Commerce  and  Natural  Resources 
and  Conservation  and  authorized  by  the  legislature. 
The  enabling  legislation  also  changed  the  way  coal 
severance  tax  revenue  is  deposited  in  the  permanent 
fund.  Coal  severance  tax  revenues  are  deposited  first 
in  the  various  bond  contingency  accounts  and  then  in 
the  Treasure  State  Endowment  fund.  Sometime  in  the 
following  fiscal  year  one-half  of  the  investments  are 
transferred  to  the  Permanent  Fund.  As  a  result,  the 
Permanent  Fund  will  grow  more  slowly  in  the  future. 

The  executive  proposes  to  change  the  distribution 
mechanism  during  the  November  1993  special  session 
by  requiring  the  50  percent  coal  severance  tax  revenue 
allocation  be  deposited  in  the  Treasure  State 
Endowment  fund  and  the  Permanent  Fund  on  an  equal 
basis.  In  addition,  the  executive  proposes  to  transfer 
$37  million  now  held  in  the  coal  severance  tax  bond 
fund  to  the  permanent  fund.  Also,  the  executive 
proposes  to  eliminate  the  clean  coal  technology  fund 
and  create  a  state  building  maintenance  fund.  Five 
million  dollars  per  year  in  coal  severance  tax  revenue 
would  be  used  to  fund  maintenance  projects  for  state 
buildings. 

The  1993  Legislature  passed  House  Bill  401  which 
authorizes  a  loan  to  the  Department  of  Health  and 
Environmental  Sciences  from  the  permanent  trust  for 
technical,  litigation,  and  administrative  expenses 
associated  with  the  natural  resource  damage  litigation 
suit  against  the  Atlantic  Richfield  Company  in  the 
Clark  Fork  River  Basin.  The  amount  of  the  loan  is 
$2,619,076  for  the  1995  biennium  and  $5,174,984  to 
repay  principal  and  interest  to  the  general  fund  for 
litigation  costs  incurred  in  the  1993  biennium.  The 
loans  will  be  paid  back  to  the  permanent  fund  if  and 
when  the  suit  is  successfully  litigated  out  of  the 
litigation  proceeds.  A  three-quarters  vote  of  each 
house  of  the  legislature  was  required  to  pass  this 
legislation. 

Common  School  Trust 

Article  X,  Sections  2  and  3  of  the  Montana  Constitution 
requires  that  all  royalties  and  other  proceeds  received 
from  school  lands  granted  to  the  state  under  the 
federal  enabling  act  must  be  deposited  in  the  common 
school  trust  fund  and  "shall  forever  remain  inviolate, 
guaranteed  by  the  state  against  loss  or  diversion." 
Article  X,  Section  5  requires  that  95  percent  of  the 
interest  from  this  trust  be  used  for  school  equalization, 
with  the  remaining  5  percent  reinvested  in  the  trust. 
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During  the  January  1992  special  session,  the 
legislature  passed  House  Bill  3,  which  provided  that  95 
percent  of  the  revenue  from  state  timber  sales 
(approximately  $4.9  million)  would  be  deposited  in  the 
school  equalization  account  during  the  1993  biennium, 
with  the  remaining  5  percent  deposited  in  the  trust. 

The  1993  Legislature  passed  House  Bill  652  which 
continues  the  practice  of  diverting  95  percent  of  timber 
revenue  to  the  school  equalization  account  during  the 
1995  biennium.  The  loss  in  revenue  to  the  common 
school  trust  during  the  1995  biennium  will  be 
approximately  $7.1  million.  House  Bill  667,  also 
passed  during  the  1993  legislative  session,  continues 
this  practice  indefinitely. 

Resource  Indemnity  Trust 

Article  IX,  Section  2  of  the  Montana  Constitution  and 
Title  35,  Chapter  38,  MCA,  require  that  all  collections 
from  the  Resource  Indemnity  Tax  (renamed  the 
Resource  Indemnity  and  Groundwater  Assessment  Tax 
or  RIGWA)  on  minerals  be  placed  in  a  trust.  The  trust 
"shall  forever  remain  inviolate"  until  the  principal 
reaches  $100  million,  at  which  point  the  tax  may  be 
spent.  During  the  1993  legislative  session,  the 
legislature  passed  House  Bill  608  that  decreased  the 
amount  of  RIGWA  tax  proceeds  deposited  in  the  trust 
during  the  1995  biennium  from  85.9  percent  per  year 
to  55.9  percent,  or  approximately  $8.0  million.  The  bill 
further  reduced  the  amount  of  RIGWA  revenue 
deposited  in  the  trust  to  45.9  percent  beginning  July  1, 
1995. 

During  the  July  1992  special  session,  the  legislature 
imposed  a  one-year  surtax  on  resource  indemnity  tax 
liability  and  allocated  collections  from  the  surtax  to  the 
general  fund. 

Statutory  Trusts 

Education  Trust 

From  fiscal  years  1976  through  1986,  a  portion  of  the 
revenue  from  the  coal  severance  tax  was  allocated  to 
the  education  trust  for  the  support  of  education.  The 
legislature  appropriated  the  corpus  of  this  trust  to  the 
school  equalization  account  during  the  period  fiscal 
1987  through  1990. 


Parks  Acquisition/Arts  Protection  Trust 

During  most  of  the  last  15  years,  a  portion  of  the  coal 
severance  tax  has  been  earmarked  for  the  parks 
acquisition  trust.  During  the  late  1980's,  the  flow  of 
revenue  into  this  account  was  diverted  to  the  general 
fund.  However,  the  principal  began  to  increase  again 
in  fiscal  1990.  Prior  to  fiscal  1992,  two-thirds  of  the 
interest  from  this  trust  was  statutorily  allocated  for 
acquisition  and  operation  of  state  parks,  and  one-third 
was  allocated  for  protection  of  works  of  art  in  the  state 
capitol  and  other  cultural  and  aesthetics  projects. 

The  1991  Legislature  split  the  principal  of  this  trust 
into  two  separate  trusts:  a  parks  acquisition  trust  and 
an  arts  protection  trust.  During  the  1993  biennium, 
the  coal  tax  revenue  that  would  have  flowed  into  the 
parks  acquisition  trust  (1.267  percent)  was  spent  for 
maintenance  of  parks  and  historic  sites,  along  with  the 
interest  from  the  trust.  HB  687,  passed  during  the 
1993  legislative  session,  continues  this  practice  for  the 
1995  biennium,  directing  $1.6  million  from  the  trust  to 
current  operations.  In  the  1997  biennium,  the  coal  tax 
revenue  allocation  will  again  be  deposited  in  the  trust. 

In  fiscal  1992,  0.6335  percent  of  coal  severance  tax 
revenues  was  deposited  in  the  arts  protection  trust, 
with  the  trust  interest  continuing  to  be  used  for 
protection  of  works  of  art  and  cultural  projects.  During 
the  January  1992  special  session,  the  legislature 
diverted  a  portion  of  the  revenue  that  would  have 
flowed  into  the  arts  protection  trust  in  fiscal  1993  to 
fund  the  operations  of  the  Montana  Arts  Council. 
Beginning  in  fiscal  1994,  these  revenues  are  again 
deposited  in  the  trust. 

Noxious  Weed  Management  Trust 

During  the  period  fiscal  1986  through  1992,  at  least 
one-half  of  the  collections  from  a  1.0  percent  surcharge 
on  the  retail  sale  of  herbicides  was  deposited  in  the 
Noxious  Weed  Management  Trust.  The  remaining 
collections  are  spent  for  weed  control  grants.  The 
interest  earned  on  the  trust  is  retained  in  the  trust. 
After  the  principal  of  the  trust  reached  $2.5  million  in 
fiscal  1992,  all  herbicide  surcharge  collections  and  the 
interest  earned  on  the  trust  were  available  for  weed 
control  grants. 
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Trust  Fund  Balances 

Actual  and  Estimated 


Fiscal 
Year 


Permanent 

Coal  Tax 

Trust  Fund 


Treasure  St 
Endowment 
Trust  Fund 


Common 

School 

Trust  Fund 


Education 
Trust  Fund 


Resource 
Indemnity 
Trust  Fund 


Parks 

Acquisition 
Trust  Fund 


Arts 

Protection 

Trust  Fund 


Noxious 

Weed 

Trust  Fund 


Total 
Trust  Funds 


A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 


73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 


$0 

0 

0 

0 

0 

6,268,262 

16,940,538 

39,964,765 

75,187,459 

118,336,314 

158,358,806 

202,936,358 

252,420,524 

309,384,250 

339,883,180 

381,180,287 

411,838,993 

446,511,416 

470,322,655 

496,465,569 

511,474,640 


$0  $64 

0  108 

0  113 

0  117 

0  123, 

0  129, 

0  137, 

0  147, 

0  163, 

0  176, 

0  189, 

0  201, 

0  214, 

0  217, 

0  227, 

0  239, 

0  254, 

0  268, 

0  280, 

0  291, 

0  300, 


223,773 
998,870 
064,188 
849,628 
281,528 
949,247 
716,735 
527,943 
163,556 
467,865 
390,417 
319,109 
764,544 
677,906 
687,073 
553,633 
128,428 
496,362 
326,496 
753,603 
782,863 


$0 

0 

0 

2,227,793 

6,039,530 

8,983,763 

12,339,549 

23,905,146 

33,624,170 

44,338,477 

52,665,410 

60,925,268 

70,500,922 

79,761,708 

44,091,429 

33.671,110 

8.651,477 

0 

0 

0 

0 


$0 
1,141,385 
3,287.456 
5,552.291 
8.232,247 
10,646,851 
12,574,209 
16,204,531 
21.165,464 
28,328,946 
36,181,889 
42,986,128 
47,396,179 
53,039,675 
56,861,627 
61,750,961 
66,665,000 
72,811,618 
77,324,921 
82,489,898 
86JS90J69 


$0 

0 

0 

278,725 

758,308 

1,174,356 

1,475.732 

3,565,371 

5,325,746 

7,480,418 

9,481,542 

11,565,460 

13,859,181 

16,222,131 

16,613,608 

16,581,042 

16,608,706 

17,936,701 

18,882,548 

12,588,366 

12,538,119 


$0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
7.051,506 
6,863,579 


$0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

443,184 

824,550 

1,070,972 

1,320.720 

1,688,370 

2,121,973 

2,584,254 

2,534,844 


$64,223,773 
110,140,255 
116,351,644 
125,908,437 
138,311,613 
157,022,479 
181,046,763 
231,167,756 
298,466,395 
374,952,020 
446,078,064 
519,732,323 
598,941,350 
676,528,854 
685,961,467 
733,808,005 
759,213,324 
807,444,467 
848,978,593 
892,933,196 
921,084,414 


1 
F 


94 
95 


496,379,102       29,533,460     311,909,546 
39,253,511     321,785,282 


506,145,832 


89,247,459 


12,538,119 
12,538,119 


7,119,937         2,500,000       949,227,623 
7,374,437 


2,500,000 


History  of  Trust  Fund  Balances 

Actual  and  Estimated 
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RIT  Trust 

Article  IX,  Section  2  of  the  Montana  Constitution 
provides  that  certain  taxes  on  the  extraction  of  natural 
resources  be  deposited  in  a  Resource  Indemnity  Tax 
(RIT)  Trust.  The  principal  of  the  trust  up  to  $100 
million  "shall  remain  forever  inviolate,  guaranteed  by 
the  state  against  loss  or  diversion."  Title  15,  Chapter 
38,  MCA,  provides  for  a  resource  indemnity  tax  of  0.5 
percent  on  all  mineral  production  except  production 
from  metalliferous  mines.  These  revenues  are 
deposited  in  the  trust  until  the  principal  reaches  $100 
million.  Thereafter  the  tax  revenue  may  be 
appropriated. 


RIGWA  Tax  Proceeds 


House  Bill  608,  passed  by  the  1993  Legislature, 
directed  that  30  percent  of  biennial  RIGWA  tax 
proceeds  be  deposited  in  state  special  revenue  accounts 
used  to  support  agency  operations:  1)  15  percent  to  the 
reclamation  and  development  account;  and  2)  15 
percent  to  the  renewable  resource  grant  and  loan 
account  (which  combines  the  former  water  development 
and  renewable  resource  accounts).  This  allocation 
continues  through  the  1995  biennium  and  increases  to 
40  percent  beginning  in  the  1997  biennium:  30  percent 
to  the  reclamation  and  development  account  and  10 
percent  to  the  renewable  resource  grant  and  loan 
account. 

Additional  detail  concerning  the  RIT  trust  is  provided 
on  pages  Summary  123  through  125  of  the  1995 
Biennium  Appropriations  Report. 


The  former  RIT  tax  is  now  called  the  Resource 
Indemnity  and  Ground  Water  Assessment  (RIGWA) 
Tax,  with  55.9  percent  of  the  proceeds  deposited  to  the 
RIT  trust.  The  remaining  tax  proceeds  are  distributed 
as  required  by  two  bills: 

Senate  Bill  94,  passed  by  the  1991  Legislature, 
established  the  ground  water  assessment  account.  The 
legislation  directed  that  14.1  percent  of  annual  RIGWA 
tax  proceeds  be  deposited  in  that  account  beginning  in 
fiscal  1994  for  the  Montana  Bureau  of  Mines  to 
implement  the  Montana  Ground  Water  Assessment 
Act.  The  allocation  continues  until  the  account's  cash 
balance  reaches  $666,000,  at  which  time  the  14.1 
percent  of  tax  proceeds  will  be  deposited  in  the  RIT 
trust. 


1995  Biennium  Revenue  and 
Appropriations 

The  following  table  shows  RIGWA  tax  proceeds,  RIT 
trust  interest  projections,  and  anticipated  revenue  and 
expenditures  from  the  RIT  interest  accounts  during  the 
1995  biennium.  The  revenues  reflect:  1)  the  November, 
1993  Revenue  Oversight  Committee  assumptions;  2) 
expenditures  authorized  by  the  1993  Legislature 
(adjusted  for  agency  vacancy  savings  allocations);  and 
3)  allocations  of  pay  plan  appropriated  in  House  Bill 
198. 
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Table  1 

RIGWA  Tax  Proceeds, 

RIT  Trust  Interest  Earnings 

,  and  Expenditures 

RIGWA  Proceeds  Projections 

Ending 

RIGWA  Proceeds 
4,822.161 

To  RIT  Trust 
4,822,161 

Trust  Balance 
87,312,059 

FY  93 

FY  94 

4,216,619 

2,357,090 

89,669,149 

FY  95 

4.318.470 

2.414.025 

92,083.174 

" 

FY94 

FY95 

TOTAL 

RIT  Trust  Interest  Earnings  Projections 

8,984,350 

8,817,893 

17,802,243 

Total  1995  Biennium  Allocation  of  Rlt'Tnterest  E 

amings 

17,602,243 

Environmental  Contingency  Account 

175,000 

Oil  &  Gas  Production  Damage  Mitigation  Account 

50,000 

Renewable  Resource  Grant  &  Loan  Program 

1,025,000 

Reclamation  &  Development  Grants 

2,200,000 

Northern  Montana  College 

240,000 

Water  Storage  Account 

250.000 

Total  Biennial  Appropriations 

3,940,000 

Amount  Available  for  Further  Distribution 

13.862.2-t3 

Distribution  of  Remaining  Interest  Earnings 

Account 

Renewable       Reclamation  & 

Hazardous     Envnonmental 

Resource 

Development 

Waste/ 
CERCLA 

Quality 
Protection 

TOTAL 

Percent  of  RITT  Interest 

0380 

0415 

0.150 

0055 

100* 

Beginning  Balance 

$827,609 

$715,400 

$1,502,330 

$1,606,767 

$4,652,106 

Revenues 

RIT  Interest 

$5,267,652 

$5,752,831 

$2,079,336 

$762,423 

$13,862,243 

RIGWA  Tax  Proceeds 

1,280.263 

1,280,264 

$2,560,527 

Coal  Tax 

782,106 

782,106 

Loan  Repayments 

1.338.831 

1,338,831 

NR  Damage  Repayment 

0 

Interest  (STIP) 

100,000 

110,000 

210.000 

Administrative  FeeB 

10.000 

10,000 

State  Owned  Proj.  Rev 
Total  Funds  Available 

538.604 
$10,045,065 

$7,748,495 

538.604 

$3,681,666 

$2,479,190 

$23,954,417 

Appropriation 

Bond  Debt  Service 

$1,834,273 

$0 

$0 

$0 

$1,834,273 

DNRC  Centralized  Services  Division 

1,116,236 

300,568 

1.416,804 

DNRC  CARD* 

1.052.225 

1,024,098 

45.000 

2,121,323 

DNRC  Water  Resources  Division 

1,843.283 

2,670.314 

4,513,597 

Reserved  Water  Rights  Compact  Comm 

312,642 

645.231 

957,873 

DNRC  State  Water  Projects 

1,785.000 

1,785,000 

State  Project  Ownership  Transfer 

125,088 

125,088 

Missouri  River  Reservation 

274.191 

274,191 

Yellowstone  Groundwater  Study 

9.708 

9,708 

State  Water  Plan 

70.234 

70,234 

Clean  Coal 

50.000 

50,000 

Montana  Salinity  Control  Association 

200,000 

200,000 

DSL  Reclamation  Div 

2,534.319 

2,534,319 

DSL  Central  Management 

63,592 

63,592 

DH&ES  Environmental  Division 

2,320,159 

1.040,869 

3,361,028 

DH&ES-HB  585  Montana  Radon  Control  Act 

50,000 

50,000 

Governors  Office  --  Flathead  Basin  Commission 

80.082 

80,082 

Water  Courts 

1,033.724 

1,033,724 

State  Library 

200,178 

177,161 

377,339 

Environmental  Quality  Council 

27,256 

27,256 

Pay  Plan 

57,325 

6JU22 

68JU8 

0 

186.665 

Total  Appropriations 

$9,794,189 

$7,803,661 

$2,433,377 

$1,040,869 

$21,072,0% 

Projected  Biennium  Ending  Balance 

$250,876 

($55,166) 

$1,248,289 

$1,438,321 

$2,882,321 

•  $55,052  of  reclamation  &  development  funds  is  authorized  by  language 

n  House  Bill  2 
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1100  00  00000 

LEGISL7 

Agency  Summary 

Budget  Item 

HB2 

Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 
95  Biennium 

FTE 

135.02 

0.00 

135  02 

140  19 

0.00 

140.19 

Legislative  Auditor 
Legislative  Fiscal  Analyst 
Legislative  Council 
Environmental  Quality  Council 
Consumer  Counsel 

2,717,820 
821,249 

2,894,825 
303,774 

1,002,125 

14,818 
3,792 
9,840 
1,543 
1,200 

2,732,638 
825,041 

2,904,665 
305,317 

1,003,325 

2,683,439 
847,304 

2,578,495 
277,830 

1,002,911 

46,501 

12,751 

32,005 

4,682 

4,400 

2,729,940 
860,055 

2,610,500 
282,512 

1,007,311 

5,401,259 
1,668,553 
5,473,320 
581,604 
2,005,036 

5,462,578 
1,685,096 
5,515,165 
587,829 
2,010,636 

Total  Costs 

$7,739,793 

$31,193 

$7,770,986 

$7,389,979 

$100,339 

$7,490,318 

$15,129,772 

$15,261,304 

Fund  Sources 

General  Fund 
State  Special 

4,375,775 
3,364,018 

19,041 
12,152 

4,394,816 
3,376,170 

4,545,484 
2,844,495 

66,108 
34,231 

4,611,592 
2,878,726 

8,921,259 
6,208,513 

9,006,408 
6,254,896 

Total  Funds 

$7,739,793 

$31,193 

$7,770,986 

$7,389,979 

$100,339 

$7,490,318 

$15,129,772 

_$15,261.304 

Agency  Description 

The  Legislative  Branch  includes  the  House,  Senate,  and  five  independent  agencies  governed  by  individual  interim 
legislative  committees.  The  five  agencies  and  their  governing  committees  are  the:  1)  Office  of  the  Legislative  Auditor 
-  Legislative  Audit  Committee;  2)  Office  of  the  Legislative  Fiscal  Analyst  -  Legislative  Finance  Committee;  3) 
Legislative  Council  (staff)  -  Legislative  Council  (committee);  4)  Environmental  Quality  Council  (staff)  -  Environmental 
Quality  Council  (committee);   and  5)  Office  of  the  Consumer  Counsel  -  Legislative  Consumer  Committee. 

The  above  table  shows  the  consolidated  legislative  branch  budget,  excluding  the  House  and  Senate,  for  presentation 
of  budget  issues  for  consideration  during  the  November  1993  special  session. 


Legislative  Agencies 

Executive  Budget  Proposal 

* 

Description                                                          Pg 

General 
Fund 

Other 
Funds 

Total 
Funds 

General 
Fund 

Other 
Funds 

Total 
Funds 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$4,375,775 

$4,375,775 

0.00% 

$3,364,018 
$3,364,018 

0.00% 

$7,739,793 
$7,739,793 

0.00% 

$4,545,484 
$4,545,484 

0.00% 

$2,844,495 
$3,588,911 

26.17% 

$7,389,979 
$8,134,395 

10.07% 

House  Bill  2 

1  Audit  \  Review  to  Legislative  Auditor 
House  Bill  2  Sub-Total 

0 
$0 

0 
$0 

$0 

0 
$0 

744,416 
$744,416 

744,416 
$744,416 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

$0 

$0 

$0 

$0 

$744,416 

$744,416 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Net  Impact 

$0 

$0 

$0 

$0 

$744,416 

$744,416 

Legislative  Agencies 


A-l 


Legislative  Agencies 


1 )  Transfer  Local 
Government  Audit/Review 
function  to  the  Office  of  the 
Legislative  Auditor  (OLA)  - 
The  Executive  Budget 
includes  a  proposal  to 
transfer  the  Local 
Government  Audit  and 
Review  functions  in  the 
Department  of  Commerce 
(DOC)  to  the  OLA  in  fiscal 
1995.  The  audit  and  review 
functions,  along  with  the 
systems  function,  are 
currently  housed  in  the 
Local  Government  Services 
Division  (LGSD)  in  the  DOC 
(for  more  information  on 
these  functions,  see  the 
Department  of  Commerce 
narrative,  page  C-26  of  this 
book). 


Table  1 

Impact  of  Moving  Audit/Review  Functions  to  OLA 

Fiscal  1995 

Current        Transfer 
OLA*          to  OLA 

New  OLA  Budget 
Upon  Transfer* 

FTE 

63.50            17.00 

80.50 

Personal  Services 
Operating 
Equipment 
Transfers 

$2,378,988      $531,107 

338,696        203,889 

12,256            9,420 

0                 0 

$2,910,095 

542,585 

21,676 

0 

TOTAL  COSTS 

$2,729,940     $744,416 

3.474.356 

General  Fund 

State  Special  Revenue 

Proprietary  Funds 

$1,306,907                 $0 

1,423,033                   0 

0        744.416 

1,306,907 

1,423,033 

744,416 

TOTAL  FUNDS 

$2,729,940     $744,416 

$3,474,356 

*Includes  pay  plan  &  vacancy  savings/budget  balancing  reductions 

Table  1  shows  that  the 
transfer  of  the  audit  and 
review  functions,  as 
proposed  in  the  Executive  Budget,  would  add  17.0  FTE  and  $744,416  of  proprietary  funds  to  the  OLA  if  approved. 


If  the  Executive  Budget  proposal  were  approved, 
FTE  currently  in  the  LGSD  would  be  reduced  and 
redistributed  as  shown  in  Table  2. 

Reduced  staffing  of  the  audit  and  review  functions 
would  be  possible  because  the  OLA  has  indicated: 
1)  the  number  of  audits  contracted  out  to  private 
firms  would  increase;  2)  the  bureau  chief  position 
would  be  eliminated;  and  3)  current  OLA  support 
staff  would  assume  some  of  the  additional 
workload  transferred  with  the  audit/review 
functions.  Furthermore,  OLA  has  indicated  that: 
1)  the  possibility  of  contracting  all  audits  to 
private  firms  will  be  investigated;  and  2)  the  audit 
function  would  be  reduced  over  time  by  an 
additional  4.0  FTE,  leaving  a  core  group  of  six 
auditors  to  complete  financial  reviews,  special 
audits  contemplated  under  the  Single  Audit  Act, 
and  audits  under  contract  when  the  local  government 


Table  2 

FTE  Reduction  &  Redistribution  Upon  Transfer 

of  Audit/Review  Functions  From  DOC  to  OLA 

Fiscal  1995 

Current 

Proposed 

Proposed 

FTE 

Function 

FTE 

OLA 
10.00 

Systems/DOC 
0.00 

Reduction 
(6.50 

Audit 

16.50 

Review 

3.50 

5.00 

0.00 

1.50 

Systems 

2.25 

0.00 

3.50 

1.25 

Bureau  Chief* 

1.00 

0.00 

0.00 

(1.00 

Admin  Support 

5.75 

2.00 

0.00 

(3.75 

29.00 

17.00 

3.50 

(8.50 

This  position  is  currently  charged  .25  to  Systems  and  . 

75  to 

Audit/Review. 

entity  cannot  hire  a  qualified  auditor. 


OLA  states  there  are  known  costs  associated  with  this  proposal,  such  as:  1)  the  cost  of  securing  space  for  17.0 
additional  FTE  and  equipment;  and  2)  the  cost  of  transferring  the  review  function  database  to  the  OLA  database, 
which  currently  cannot  be  accomplished  because  the  review  function  uses  different  database  software  than  that 
adopted  by  the  OLA  and  the  legislative  branch. 
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2)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by  OBPP  and 
the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing  the  rates  charged 
for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation  adjustments  may  affect  the  budget 
for  legislative  agencies. 


Options/Issues  -  Legislative  Branch 


The  budget  reduction  options  provided  below  have  been  initiated  by  the  legislative  branch  agencies  and,  in  some  cases, 
their  governing  interim  legislative  committees.  The  options  are  presented  as  a  consolidated  legislative  branch 
proposal.  The  options  are  not  recommendations,  but  a  list  of  alternatives  the  legislature  may  wish  to  consider.  Other 
than  technical  adjustments  to  the  budget  for  savings  already  achieved,  most  of  the  options  presented  would  result  in 
the  reduction  or  elimination  of  an  existing  service  to  the  legislature,  as  discussed  in  the  accompanying  narrative. 
Further,  any  additional  reductions  in  operating  budgets,  including  FTE,  would  require  a  reduction  in  services 
provided. 

The  consolidated  budget  presentation  is  part  of  an  existing  effort  by  the  legislative  branch  agencies  to  work  together 
and  consolidate  as  many  functions  as  feasible  to  achieve  economy  and  efficiency.  As  discussed  under  item  number 
12  below,  legislative  agencies  are  currently  engaged  in  a  branch  efficiency  study  to  identify  administrative  functions 
that  could  be  coordinated  or  consolidated.  The  legislative  branch  has  already  achieved  a  major  consolidation  with  the 
legislative  branch  computer  network,  which  includes  computer  services  for  the  House  and  Senate,  and  relies  on  a 
planning  council  to  provide  coordination  of  major  computer  hardware  and  software  purchases. 


Table  3 

Legislative  Branch 

Budget  Reduction  Options 

Fiscal  1994 

Fiscal : 

Description 

Agency 

General         Other 

Total 

General 

Other 

Total 

Fund            Funds 

Funds 

Fund 

Funds 

Funds 

1 

Peer  Review 

Legislative  Auditor 

($13,000) 

($13,000) 

$0 

2 

PPP  Modifications 

Legislative  Auditor 

($10,000) 

($10,000) 

$0 

3 

Actuarial  Review  Consultant 

Legislative  Auditor 

$0 

($12,500) 

($12,500 

4 

Legislative  Branch  Audits 

Legislative  Auditor 

($12,000) 

($12,000) 

$0 

5 

OPI  Audit 

Legislative  Auditor 

($20,000) 

($20,000) 

$0 

6 

Reduce  Operating  Expenses 

LFA 

$0 

($7,500) 

($7,500 

7 

Eliminate  NCSL  Dues 

Legislative  Council 

($60,647) 

($60,647) 

$0 

8 

Eliminate  Remaining  NCSL  Funds 

Legislative  Council 

($58,125) 

($58,125) 

$0 

9 

Elminate  PNWER  Region  Dues 

Legislative  Council 

($15,000) 

($15,000) 

$0 

10 

Eliminate  Remaining  PNWER  Funds 

Legislative  Council 

($14,909) 

($14,909) 

$0 

11 

Eliminate  Annual  Report 

EQC 

$0 

($5,000) 

($5,000 

12 

Branch  Efficiency  Study 

All  Agencies 

$_0 

$_0 

$0 

$0 

Total  Legislative  Branch  Options 

($203,681)                $0 

($203,681) 

($25,11.    i 

£Q 

($25.000 

1)  Peer  Review  -  The  Legislative  Auditor  accrued  the  cost  of  its  peer  review  at  fiscal  year  end  1993.  As  a  result,  the 
$13,000  general  fund  budgeted  for  the  peer  review  in  fiscal  1994  can  be  eliminated.  Funding  for  the  1996  peer  review 
would  need  to  be  included  in  the  1997  biennium  budget. 

2)  PPP  Modifications  -  The  Legislative  Auditor's  fiscal  1994  budget  includes  approximately  $19,265  general  fund  to 
pursue  modifications  to  its  mainframe  programs  used  to  analyze  the  state's  payroll,  personnel,  and  position  control 
(PPP)  system.  The  modifications  are  to  be  completed  under  two  separate  contracts  with  the  Information  Services 
Division  (ISD)  of  the  Department  of  Administration.    At  the  request  of  ISD,  modifications  contained  in  the  first 
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contract  were  completed  in  fiscal  1993.  Therefore,  $10,000  general  fund  budgeted  in  fiscal  1994  for  modifications 
covered  by  that  contract  can  be  eliminated. 

3)  Actuarial  Review  Consultant  -  The  Legislative  Auditor  has  $12,500  general  fund  budgeted  each  year  of  the  1995 
biennium  for  a  consultant  to  perform  actuarial  work  at  the  State  Compensation  Insurance  Fund.  While  the  consultant 
will  be  retained  in  fiscal  1994,  no  actuarial  work  will  be  required  in  fiscal  1995.  Therefore,  the  $12,500  general  fund 
budgeted  for  that  purpose  in  fiscal  1995  can  be  eliminated.  If  the  legislature  wants  the  Legislative  Auditor  to  continue 
to  contract  for  actuarial  work  at  the  State  Fund,  some  general  fund  authority  may  need  to  be  restored  in  future 
biennia. 

4)  Legislative  Branch  Audits  -  The  Legislative  Auditor  had  $12,000  general  fund  budgeted  in  fiscal  1994  for  biennial 
financial-compliance  audits  of  the  agencies  in  the  Legislative  Branch.  However,  consultant  contracts  were  signed 
before  fiscal  year  end  1993,  allowing  those  costs  to  be  paid  out  of  fiscal  1993  funds.  Consequently,  the  $12,000  general 
fund  budgeted  for  legislative  branch  audits  in  fiscal  1994  can  be  eliminated.  Funding  to  contract  for  legislative  branch 
audits  would  need  to  be  restored  in  the  1997  biennium. 

5)  Office  of  Public  Instruction  (OPI)  Audit  -  House  Bill  667,  approved  by  the  1993  Legislature,  appropriated  a  $40,000 
biennial  general  fund  contingency  to  the  Legislative  Auditor  for  costs  of  auditing  OPI.  The  contingency  appropriation 
was  in  addition  to  the  $57,886  appropriated  to  OPI  for  this  purpose  in  House  Bill  2,  which  must  be  expended  prior 
to  expenditure  of  the  contingency  funds  appropriated  in  House  Bill  667. 

The  Legislative  Auditor  believes  the  full  $40,000  contingency  appropriation  will  not  be  needed.  While  the  audit 
services  will  be  contracted  for  in  fiscal  1994,  and  awarded  at  the  Audit  Committee's  November  16,  1993  meeting,  it 
appears  the  audit  fee  will  be  less  than  anticipated.  The  Legislative  Auditor  believes  at  least  $20,000  general  fund 
from  the  biennial  contingency  appropriation  can  be  eliminated. 

6)  Reduce  Operating  Costs  -  The  LFA  could  reduce  general  fund  by  $7,500  in  fiscal  1995  by  reducing  supplies 
purchases,  printing  costs,  and  computer  maintenance  contract  costs.  The  maintenance  contract  cost  reduction  is 
available  because  of  the  replacement  of  equipment  that  is  temporarily  covered  under  a  warranty  maintenance 
agreement  in  fiscal  1995.  Funding  for  computer  maintenance  contracts  will  need  restored  in  the  1997  biennium,  as 
equipment  warranties  will  expire. 

7)  Eliminate  National  Conference  of  State  Legislatures  (NCSL)  Dues  -  NCSL  dues  are  $60,647  per  year.  However, 
the  Legislative  Council  directed  that  NCSL  dues  not  be  paid  in  fiscal  1994,  pending  possible  special  session  action. 
The  $60,647  general  fund  budgeted  for  dues  could  be  eliminated. 

8)  Eliminate  Remaining  NCSL  Funds  -  There  is  an  additional  $58,125  general  fund  budgeted  for  NCSL  activities  in 
the  1995  biennium  which  could  be  eliminated.  This  amount  represents  the  balance  of  the  $125,000  original 
appropriation  less  1994  dues  ($60,647  -  see  number  7)  and  the  amount  already  spent  attending  meetings  ($6,228). 

9)  Eliminate  Pacific  Northwest  Economic  Region  (PNWER)  Funding  -  The  1993  Legislature  added  $30,584  general 
fund  to  the  Legislative  Council's  Interim  Studies  program  for  dues  and  participation  in  the  PNWER.  Dues  are 
$15,000  per  year.  In  fiscal  1994,  the  Legislative  Council  directed  that  PNWER  dues  not  be  paid  pending  possible 
special  session  action.   The  $15,000  general  fund  budgeted  for  dues  could  be  eliminated. 

10)  Eliminate  Remaining  PNWER  Funds  -  There  is  an  additional  $14,909  general  fund  budgeted  for  PNWER  activities 
in  the  1995  biennium  which  could  be  eliminated.  This  amount  represents  the  balance  of  the  $30,584  original 
allocation  less  1994  dues  ($15,000  -  see  number  9)  and  the  amount  already  spent  attending  meetings  ($675). 

11)  Eliminate  Annual  Report  -  The  Environmental  Quality  Council  (EQC)  has  $5,000  general  fund  budgeted  in  fiscal 
1995  for  preparation  and  printing  of  an  annual  report  which  could  be  eliminated.  At  its  June  1993  meeting,  the  EQC 
approved  elimination  of  this  report. 
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12)  Branch  Efficiency  Study  -  The  legislative  branch  agencies  have  initiated  a  review  of  administrative  functions 
within  the  branch  that  could  be  better  coordinated  and  possibly  consolidated.  The  primary  objective  of  the 
reorganization  is  efficiency.  Potential  cost  savings  associated  with  any  improved  efficiency  will  be  identified  and 
incorporated  into  the  1997  biennium  budget  proposal. 

Legislative  Branch  Agency  Tables 

For  information  purposes,  the  following  sections  provide  agency  level  tables  and  descriptions  for  each  of  the 
components  of  the  legislative  branch  in  the  1995  biennium. 
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1101  00  00000 

LEGISLATIVE  AUDITOR 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB  2 
95  Bienmum 

Total 
95  Bienmum 

FTE 

63.50 

0.00 

63.50 

63.50 

0.00 

63.50 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 

2,334,748 
377,131 
12,475 
(6.534) 

14,818 
0 
0 
0 

2,349,566 

377,131 

12,475 

(6.534) 

2,338,942 

338,696 

12,256 

(6.455) 

46,501 
0 
0 
0 

2,385,443 

338,696 

12,256 

(6.455) 

4,673,690 

715,827 

24,731 

(12,989) 

4,735,009 

715,827 
24,731 
(12.989J 

Total  Costs 

$2,717,820 

$14,818 

$2,732,638 

$2,683,439 

$46,501 

$2,729,940 

$5,401,259 

$5,462,578 

Fund  Sources 

General  Fund 
State  Revenue  Fund 

1,300,287 
1.417.533 

7,113 

7.705 

1,307,400 
1.425.238 

1,284,606 
1,398,833 

22,301 
24,200 

1,306,907 
1.423.033 

2,584,893 
2JS16,366 

2,614,307 
2^848,271 

Total  Funds 

$2,717,820 

$14,818 

$2,732,638 

$2,683,439 

$46,501 

$2,729,940 

$5,401,259 

$5,462,578 

Agency  Description 


The  Office  of  the  Legislative  Auditor,  established  in  1967,  is  governed  by  the  Legislative  Audit  Act,  contained  in  Title 
5,  Chapter  13,  MCA.  Article  V,  Section  10  of  the  Montana  constitution  mandates  a  legislative  post-audit  function. 
The  office  works  under  the  supervision  of  the  Legislative  Audit  Committee. 

The  agency  is  divided  into  three  sections:  1)  the  Financial-Compliance  section,  which  performs  biennial  audits  of  all 
state  agencies,  an  annual  statewide  financial  audit,  and  biennial  federal  single  audit;  2)  the  Performance  Audit 
section,  which  conducts  audits  of  state  agencies  to  determine  program  effectiveness,  efficiency,  and  compliance  with 
established  laws,  rules,  goals,  and  objectives;  and  3)  the  Operations/Electronic  Data  Processing  (EDP)  Audit  section, 
which  evaluates  data  processing  systems  and  controls  independently  and  in  conjunction  with  financial-compliance 
and  performance  audits  and  provides  administrative  support  to  the  agency. 
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LEGISLATIVE  FISCAL  ANALYST 

;  Agency  Summary 

Budget  Item 

HB2 

Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Bienmum 

Total 
95  Bienmum 

FTE 

16.80 

0.00 

16.80 

16.80 

0.00 

16.80 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 

719,578 

104,418 

1,380 

(4.127) 

3,792 
0 
0 
0 

723,370 

104,418 

1,380 

(4.127) 

724,903 

125,279 

1,380 

(4,258) 

12,751 
0 
0 
0 

737,654 

125,279 

1,380 

(4.258) 

1,444,481 
229,697 
2,760 
(8.385) 

1,461,024 

229,697 

2,760 

(8,385; 

Total  Costs 

$821,249 

$3,792 

$825,041 

$847,304 

$12,751 

$860,055 

$1,668,553 

$1,685,096 

Fund  Sources 

General  Fund 

821,249 

3.792 

825.041 

847,304 

12.751 

860.055 

1.668.553 

1685,096  II 

Total  Funds 

$821,249 

$3,792 

$825,041 

$847,304 

$12,751 

$860,055 

$1,668,553 

$1,685,096! 

Agency  Description 

The  Office  of  the  Legislative  Fiscal  Analyst  (LFA)  was  established  in  1974  to  provide  fiscal  analysis  of  state 
government  and  to  accumulate,  compile,  analyze,  and  furnish  information  bearing  upon  the  financial  matters  of  the 
state  and  policy  issues  of  statewide  importance.  The  duties  of  the  office  are  provided  in  the  Legislative  Finance  Act 
(Title  5,  Chapter  12,  MCA),  which  also  established  the  Legislative  Finance  Committee,  which  oversees  the  operation 
of  the  office. 
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LEGISLATIVE  COUNCIL 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Bienmum 

Total 
95  Bienmum 

FTE 

42.97 

0.00 

42.97 

48.14 

0.00 

48.14 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 

1,636,399 
939,333 
329,031 
(9.938) 

9,840 
0 
0 
Q 

1,646,239 
939,333 
329,031 
(9,938) 

1,706,364 
520,632 
362,231 
(10.732) 

32,005 
0 
0 
0 

1,738,369 
520,632 
362,231 
(10.732) 

3,342,763 

1,459,965 

691,262 

(20.670) 

3,384.608 

1,459,965 

691,262 

(20,670; 

Total  Costs 

$2,894,825 

$9,840 

$2,904,665 

$2,578,495 

$32,005 

$2,610,500 

$5,473,320 

$5,515,165 

Fund  Sources 

General  Fund 
State  Revenue  Fund 

1,977,721 
917,104 

6,593 
3,247 

1,984,314 
920,351 

2,135,744 
442.751 

26,374 
5,631 

2,162,118 
448,382 

4,113,465 
1.359.855 

4,146,432 
1.368,733 

Total  Funds 

$2,894,825 

$9,840 

$2,904,665 

$2,578,495 

$32,005 

$2,610,500 

$5,473,320 

$5,515,165 

Agency  Description 

The  Legislative  Council  provides  support  services  to  the  legislature  under  supervision  of  an  eight-member  bipartisan 
committee  composed  of  four  members  of  the  House  of  Representatives  and  four  members  of  the  Senate.  Council 
services  include:  bill  drafting  and  the  engrossing  and  enrolling  of  bills;  printing  and  distribution  of  legislative 
proceedings,  session  laws,  and  journals  of  the  House  and  Senate;  provision  of  legislative  research  and  reference 
services;  legal  counseling  for  the  legislature;  committee  staffing;  provision  of  interim  investigation  authority;  service 
as  the  agency  of  interstate  cooperation;  preparation  and  publication  of  the  Montana  Code  Annotated  statute  text  and 
annotations;  review  of  the  text  of  proposed  ballot  measures  and  proposed  administrative  rules;  and  other  services  as 
assigned  by  the  legislature. 
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ENVIRONMENTAL  QUALITY  COUNCIL 

Agency  Summary 

Budget  Item 

HB  2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB  2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB  2 

95  Bienmum 

Total 
95  Biennium 

FTE 

6.50 

0.00 

6.50 

6.50 

0.00 

6.50 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 

238,601 
65,509 
1,054 
(1.390) 

1,543 
0 
0 
0 

240,144 
65,509 
1,054 
(1.390) 

230,806 

47,366 

1,054 

(1,396) 

4,682 
0 
0 
0 

235,488 
47,366 
1,054 
CL396} 

469,407 
112,875 
2,108 
(2.786) 

475,632 
112,875 
2,108 
(2,786.) 

Total  Costs 

$303,774 

$1,543 

$305,317 

$277,830 

$4,682 

$282,512 

$581,604 

$587,829 

Fund  Sources 

General  Fund 
State  Revenue  Fund 

Total  Funds 

276,518 
27,256 

$303,774 

1,543 
0 

$1,543 

278,061 
27.256 

$305,317 

277,830 
0 

$277,830 

4,682 
0 

$4,682 

282,512 
0 

$282,512 

554,348 
27.256 

$581,604 

560,573 
27,256 

$587,829 

Agency  Description 

The  Environmental  Quality  Council  (EQC),  created  in  1971  to  implement  provisions  of  the  Montana  Environmental 
Policy  Act  (MEPA  -  Title  75,  Chapter  1,  MCA),  consists  of  two  programs:  1)  the  Environmental  Quality  Council 
Program,  responsible  for  the  general  EQC  program  and  for  the  environmental  quality  goals  established  in  MEPA;  and 
2)  the  Water  Policy  Committee  Program,  responsible  for  advising  the  legislature  on  state  water  policy.  The  Water 
Policy  Committee  utilizes  EQC  staff  for  support. 
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CONSUMER  COUNSEL 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB  2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB  2 
95  Biennium 

Total 
95  Biennium 

FTE 

5.25 

0.00 

5.25 

5.25 

0.00 

5.25 

Personal  Services 
Operating  Expenses 
Equipment 

277,757 
721,441 

2,927 

1,200 
0 
0 

278,957 

721,441 

2.927 

278,036 

722,790 

2,085 

4,400 
0 
0 

282,436 

722,790 

2,085 

555,793 

1,444,231 

5.012 

561,393 

1,444,231 

5,012 

Total  Costs 

$1,002,125 

$1,200 

$1,003,325 

$1,002,911 

$4,400 

$1,007,311 

$2,005,036 

$2,010,636 

Fund  Sources 

State  Revenue  Fund 

1.002.125 

1,200 

1,003.325 

1.002.911 

4,400 

1.007.311 

2.005.036 

2.010.636 

Total  Funds 

$1,002,125 

$1,200 

$1,003,325 

$1,002,911 

$4,400 

$1,007,311 

$2,005,036 

$2,010,636 

Agency  Description 

The  Office  of  the  Consumer  Counsel  was  created  by  Article  XIII,  Section  2  of  the  Montana  constitution  and  is  governed 
by  Title  5,  Chapter  15,  MCA,  and  Title  69,  Chapters  1  and  2,  MCA.  The  Consumer  Counsel  represents  consumer 
interests  in  hearings  before  the  Public  Service  Commission.  The  Consumer  Counsel  may  also  initiate,  intervene  in, 
or  otherwise  participate  in  appropriate  proceedings  in  the  state  and  federal  courts  and  in  proceedings  before  federal 
administrative  agencies  on  behalf  of  the  Montana  public. 
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2110  00  00000 

JUDICIARY 

Agency  Summary 

Budget  Item 

HB  2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB  2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 

95  Biennium 

FTE 

89.25 

0.00 

89.25 

89.25 

0.00 

89.25 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 

4,787,677 

899,265 

258,968 

86,099 

21,873 
0 
0 
0 

4,809,550 

899,265 

258,968 

86,099 

4,798,882 
900,827 
263,396 
(27.244) 

77,352 
0 
0 
0 

4,876,234 
900,827 
263,396 
(27,244) 

9,586,559 

1,800,092 

522,364 

58,855 

9,685,784 

1,800,092 

522,364 

58,855 

Total  Costs 

$6,032,009 

$21,873 

$6,053,882 

$5,935,861 

$77,352 

$6,013,213 

$11,967,870 

$12,067,095 

Fund  Sources 

General  Fund 
State  Revenue  Fund 

5,512,612 
519,397 

19,286 
2,587 

5,531,898 
521.984 

5,421,534 
514.327 

70,178 
7,174 

5,491,712 
521,501 

10,934,146 
1,033,724 

11,023,610 
1,043,485 

$12,067,095 

Total  Funds 

$6,032,009 

$21,873 

$6,053,882 

$5,935,861 

$77,352 

$6,013,213 

$11,967,870 

Agency  Description 

The  judicial  branch  of  state  government  is  provided  for  in  Article  III,  Section  I,  and  Article  VII  of  the  1972  Montana 
Constitution.  The  jurisdiction  of  the  Supreme  Court  consists  of  all  appellate  and  original  jurisdiction  in  petitions  for 
writs  of  habeas  corpus  and  other  such  writs,  general  supervisory  control  over  all  courts,  and  rule  making  powers  for 
Montana  courts.   The  court  also  supervises  the  reimbursement  to  district  courts  of  certain  costs  of  criminal  cases. 


2110  Judicary 

Executive  Budget  Proposal 

Description                                                          Pg 

Fiscal  1994 

.  Fiscal  1995 

General 
Fund 

Other 
Funds 

Total 
Funds 

General 
Fund 

Other 
Funds 

Total 
Funds 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$5,512,612 

$5,399,380 

-2.05% 

$519,397 
$519,397 

0.00% 

$6,032,009 
$5,918,777 

-1.88% 

$5,421,534 
$5,421,534 

0.00% 

$514,327 
$514,327 

0.00% 

$5,935,861 
$5,935,861 

0.00% 

$0 

House  Bill  2 
1  Delay  Citizen  Review  Bd  Pilot  Pgm         01 
House  Bill  2  Sub-Total 

(113,232) 
($113,232) 

$0 

(113,232) 
($113,232) 

$0 

$0 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

($113,232) 

$0 

($113,232) 

$0 

$0 

$0 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Net  Impact 

($113,232) 

$0 

($113,232) 

$0 

$0 

$0 

1)  Delay  Citizen  Review  Board  Pilot  Program  -  The  1993  Legislature  enacted  Senate  Bill  271,  the  Local  Citizen  Review 
Board  Pilot  Program  Act,  which  provides  for  a  pilot  program  in  which  one  or  more  youth  court  jurisdictions, 
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Judiciary 

designated  by  a  screening  committee,  would  establish  a  local  citizen  review  board  in  the  judicial  district  to  review  the 
case  of  each  child  assigned  to  foster  care  by  the  youth  court.  The  executive  budget  proposal  provides  that 
implementation  of  this  pilot  program  be  delayed.  The  $113,232  general  fund  appropriation  in  House  Bill  2  for  this 
purpose  would  be  eliminated  for  the  1995  biennium.  No  state  FTE  are  affected.  Implementation  of  this  program  has 
not  occurred.  The  enabling  statute  states  that  establishing  a  local  board  is  "subject  to  the  availability  of  funds". 
Elimination  of  this  funding  would  likely  result  in  this  act  not  being  implemented  in  the  current  biennium  unless  an 
interested  youth  court  jurisdiction  is  able  to  find  alternative  funding. 

2)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by  OBPP  and 
the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing  the  rates  charged 
for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation  adjustments  may  affect  the  budget 
for  this  agency. 
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310100  00000 

GOVERNOR'S  OFFICE 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB  2 

95  Biennium 

Total 
95  Biennium 

FTE 

55.75 

0.00 

55.75 

55.75 

0.00 

55.75 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 

2,199,853 

948,425 

49,400 

276,690 

12,477 
0 
0 
0 

2,212,330 

948,425 

49,400 

276.690 

2,103,917 
853,559 
18,826 
(10.836) 

39,389 
0 
0 
0 

2,143,306 

853,559 

18,826 

(10.836) 

4,303,770 

1,801,984 

68,226 

265,854 

4,355,636 

1,801,984 

68,226 

265,854 

Total  Costs 

$3,474,368 

$12,477 

$3,486,845 

$2,965,466 

$39,389 

$3,004,855 

$6,439,834 

$6,491,700 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

2,245,665 
739,297 
489.406 

9,910 

401 

2,166 

2,255,575 
739,698 
491.572 

2,228,345 
244,627 
492.494 

31,264 
1,230 
6,895 

2,259,609 
245,857 
499.389 

4,474,010 
983,924 
981.900 

4,515,184 
985,555 
990,961 

Total  Funds 

$3,474,368 

$12,477 

$3,486,845 

$2,965,466 

$39,389 

$3,004,855 

$6,439,834 

$6,491,700 

Agency  Description 

The  Office  of  the  Governor  exists  under  authority  contained  in  Article  VI  of  the  Montana  constitution.  The  Governor 
has  constitutional  and  statutory  authority  to  administer  the  affairs  of  the  state  of  Montana,  appoint  all  military  and 
civil  officers  of  the  state  whose  appointments  are  provided  for  by  statute  or  the  Constitution,  approve  or  veto 
legislation,  report  to  the  legislature  on  the  condition  of  the  state,  submit  a  biennial  executive  budget,  grant  reprieves 
and  pardons,  serve  on  various  boards  and  commissions  as  provided  by  the  constitution  and  statutes,  and  represent 
the  state  in  relations  with  other  governments  and  the  public. 


3101  Governor's  Office 

Executive  Budget  Proposal 

Description                                                          Pg 

General 
Fund 

Other 
Funds 

Total 
Funds 

General 
Fund 

Other 
Funds 

Total 
Funds 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$2,245,665 
$2,129,396 

-5.18% 

$1,228,703 
$1,344,972 

9.46% 

$3,474,368 
$3,474,368 

0.00% 

$2,228,345 
$2,023,365 

-9.20% 

$737,121 
$942,101 

27.81% 

$2,965,466 
$2,965,466 

0.00% 

House  Bill  2 

1  Increase  Recovery  of  GF  Costs 
House  Bill  2  Sub-Total 

(116,269) 
($116,269) 

116,269 
$116,269 

$0 

(204,980) 
($204,980) 

204,980 
$204,980 

$0 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

($116,269) 

$116,269 

$0 

($204,980) 

$204,980 

$0 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Net  Impact 

($116,269) 

$116,269 

$0 

($204,980) 

$204,980 

$0 

Governor's  Office 
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1)  Increased  Recovery  of  General  Fund  Costs  -  A  portion  of  the  costs  of  the  Office  of  Budget  and  Program  Planning 
(OBPP)  would  be  included  in  a  plan  to  recover  the  costs  of  certain  statewide  functions  (including  OBPP)  as  "overhead" 
or  indirect  costs  of  operating  various  state  agency  programs.  This  plan  is  referred  to  as  the  State  Funds  Cost 
Allocation  Plan  (SFCAP)  and  is  described  in  more  detail  in  the  Summary  section  under  the  title  of  Statewide  Cost 
Allocation  Plans.  The  executive  proposal  would  result  in  a  general  fund  reduction  for  OBPP  of  $116,269  in  fiscal  1994 
and  $204,980  in  fiscal  1995.  The  reduction  would  be  offset  by  corresponding  increases  in  state  special  revenue  fund 
spending  authority.  This  would  be  a  permanent  general  fund  reduction  and  is  a  funding  switch  for  a  portion  of  the 
OBPP  budget. 

The  source  of  funds  in  the  new  state  special  revenue  account  is  moneys  transferred  from  various  non-general  fund 
agencies  or  programs.  Therefore,  while  this  proposal  does  not  increase  or  decrease  total  costs  of  the  Office  of  Budget 
and  Program  Planning,  it  does  result  in  a  new  cost  to  various  non-general  fund  agencies  (except  federal  funded 
agencies  from  which  indirect  costs  are  already  recovered)  that  will  be  assessed  for  costs  of  statewide  services 
represented  in  the  budgets  of  OBPP,  the  Department  of  Administration  Accounting  Division,  and  the  Department  of 
Administration  Personnel  Division.  For  those  non-general  fund  programs,  these  new  indirect  cost  assessments  may 
result  in  an  increase  in  applicable  fees  or  assessments  which  clients  of  the  program  pay  for  services  or  the  new 
indirect  cost  assessment  may  displace  expenditures  for  program  services.  (For  a  list  by  agency  of  the  proposed  SFCAP 
assessments,  see  page  A-19  of  the  Executive  Budget.) 

2)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by  OBPP  and 
the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing  the  rates  charged 
for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation  adjustments  may  affect  the  budget 
for  this  agency. 


Governor's  Office 

A- 14 


320100  00000 

OFFICE  OF  THE  SECRETARY  OF  STATE 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 
95  Biennium 

FTE 

34.30 

0.00 

34.30 

34.30 

0.00 

34.30 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 

856,123 
708,651 
92,279 
(271) 

8,703 
0 
0 
0 

864,826 
708,651 
92,279 
(271) 

858,123 

629,050 

32,412 

(341) 

23,433 
0 
0 
0 

881,556 

629,050 

32,412 

(341) 

1,714,246 
1,337,701 
124,691 
(612) 

1,746,382 

1,337,701 

124,691 

(612; 

Total  Costs 

$1,656,782 

$8,703 

$1,665,485 

$1,519,244 

$23,433 

$1,542,677 

$3,176,026 

$3,208,162 

Fund  Sources 

General  Fund 
Proprietary  Fund 

53,893 

1,602,889 

255 

8,448 

54,148 
1.611.337 

67,921 
1.451.323 

663 
22.770 

68,584 
1.474.093 

121,814 
3.054,212 

122,732 
3,085,430 

Total  Funds 

$1,656,782 

$8,703 

$1,665,485 

$1,519,244 

$23,433 

$1,542,677 

$3,176,026 

$3,208,162 

Agency  Description 


The  Office  of  the  Secretary  of  State  is  established  by  Article  VI,  Section  1  of  the  Montana  Constitution  and  its  duties 
are  set  forth  in  section  2-15-401,  MCA.  The  office  reviews,  maintains,  and  distributes  records  of  business  and 
non-profit  organizations;  files  and  maintains  records  of  secured  financial  transactions;  and  maintains  the  official 
records  of  the  executive  branch  and  the  acts  of  the  legislature.  As  the  chief  election  officer  of  the  state,  the  Secretary 
of  State  is  responsible  for  the  application,  operation,  and  interpretation  of  election  laws  except  those  pertaining  to 
campaign  finance.  The  office  publishes  the  Administrative  Rules  of  Montana  and  the  Montana  Administrative 
Register. 

The  1991  legislature  transferred  State  Agency  Records  Management  to  the  Office  of  the  Secretary  of  State  from  the 
Department  of  Administration.  The  office  administers  state  agency  records  management  functions  including: 
establishing  guidelines  for  inventorying,  cataloguing,  retaining  and  transferring  all  public  records  of  state  agencies; 
establishing  and  operating  the  state  records  center  for  the  purpose  of  storing  and  servicing  public  records  not  retained 
in  office  space;  and  operating  a  central  microfilm  unit  on  a  cost  recovery  basis  (section  2-6-203,  MCA). 
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3201  Secretary  of  State's  Office 

Executive  Budget  Proposal 

Description 

Pg 

General 
Fund 

Fiscal  1994 
Other 

Funds 

Total 
Funds 

General 
Fund 

-  Fiscal  1995  -— 
Other 
Funds 

Total 
Funds 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$53,893 
$40,693 

-24.49% 

$1,602,889 

$1,602,889 

0.00% 

$1,656,782 
$1,643,582 

-0.80% 

$67,921 
$67,921 

0.00% 

$1,451,323 
$1,451,323 

0.00% 

$1,519,244 
$1,519,244 

0.00% 

$0 

House  Bill  2 

1  Fireproof  Storage 

2  Elections  Bureau  Reduction 

House  Bill  2  Sub-Total 

01 
01 

(2,500) 
(10,700) 

($13,200) 

$0 

(2,500) 
(10,700) 

($13,200) 

$0 

$0 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

($13,200) 

$0 

($13,200) 

$0 

$0 

$0 

Revenue/Fund  Balance  Proposals 

3  Legislator  Filing  Fee  Increase                 NA 
Total  Revenue/Fund  Balance  Impact 

10,080 
$10,080 

$0 

10,080 
$10,080 

$0 

$0 

$0 

Net  Impact 

($23,280) 

$0 

($23,280) 

$0 

$0 

$0 

1 )  Delete  General  Fund  Portion  of  Fireproof  Storage  -  House  Bill  2  includes  an  appropriation  of  $2,500  general  fund 
and  $47,500  proprietary  funds  for  the  purchase  of  a  fireproof  storage  unit.  Elimination  of  the  $2,500  general  fund 
appropriation  is  possible  because  the  agency  has  determined  that  this  storage  equipment  will  cost  less  than  originally 
estimated.   This  is  a  one-time  savings  because  it  is  appropriated  in  fiscal  1994  only. 

2)  Operating  Reductions  in  Elections  Bureau  -  Elimination  of  the  annual  statewide  meeting  with  county  election 
administrators  in  fiscal  1994  would  save  $5,000  general  fund.  This  meeting  is  required  in  Section  13-1-203,  MCA, 
to  be  provided  each  year.  The  specific  requirement  is  that  the  Secretary  of  State  "hold  at  least  one  workshop  each 
year  to  provide  training  and  assistance  to  election  administrators".  The  executive  proposal  is  for  one  meeting  each 
biennium.  Acceptance  of  this  reduction  will  require  a  statutory  change  to  require  biennial  meetings  instead  of  annual 
meetings.  Training  and  assistance  would  have  to  be  achieved  in  one  biennial  workshop  and  by  individual  contacts 
as  issues  arise. 

Section  13-12-101,  MCA,  provides  that  the  "secretary  of  state  shall  furnish  to  each  election  administrator  copies  of 
this  title  [Title  13,  MCA]  sufficient  to  provide  each  election  precinct  in  the  administrator's  county  with  two  copies  and 
to  provide  a  small  extra  supply  for  the  administrator".  The  Secretary  of  State  intends  to  meet  this  requirement  in 
a  more  economical  way,  by  simply  sending  photo  copies  rather  than  publishing  a  book.  The  estimated  savings  is 
$5,700  general  fund  in  fiscal  1994. 

3)  Increase  Legislator  Filing  Fee  -  Under  current  law,  the  filing  fee  that  a  legislative  candidate  must  pay  is  a  flat  fee 
of  $15.  Other  state  elected  official  candidates  pay  one  percent  of  the  annual  salary  of  the  office  sought.  The  proposal 
is  to  increase  the  filing  fee  for  legislative  candidates  to  $50  which  approximates  one  percent  of  the  annualized  salary 
of  an  elected  legislator  if  the  statutory  salary  (based  on  $57.06  per  day)  and  the  "$50  per  diem"  are  counted  as  salary 
(actual  compensation  for  legislators  varies  depending  on  days  spent  on  interim  committee  activities).   In  fiscal  1992, 
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there  were  288  filings  by  legislative  candidates.  If  that  same  number  files  in  1994  and  pays  the  $50  fee  (a  $35 
increase),  the  additional  revenue  to  the  general  fund  would  be  $10,080.  If  this  proposal  is  enacted,  this  added  revenue 
would  be  collected  in  fiscal  1994  and  subsequent  even-numbered  fiscal  years.  This  fee  increase  would  require  a 
statutory  change. 

4)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by  OBPP  and 
the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing  the  rates  charged 
for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation  adjustments  may  affect  the  budget 
for  this  agency. 


Office  of  the  Secretary  of  State 

A-17 


3202IIIH wi 

Agency  Summary 

COMMISSIONER  OF  POLITICAL  PRACTICES 

Budget  Item 

HB2 

Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 
95  Biennium 

FTE 

3.25 

0.00 

3.25 

3.25 

0.00 

3.25 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 
Debt  Service 

92,697 

30,471 

1,535 

(625) 

232 

684 
0 
0 
0 
0 

93,381 

30,471 

1,535 

(625) 

232 

93,006 

27,730 

1,300 

(610) 

0 

2,052 
0 
0 
0 
0 

95,058 

27,730 

1,300 

(610) 

0 

185,703 

58,201 

2,835 

(1,235) 

232 

188,439 

58,201 

2,835 

(1,235) 

232 

Total  Costs 

$124,310 

$684 

$124,994 

$121,426 

$2,052 

$123,478 

$245,736 

$248,472 

Fund  Sources 

General  Fund 

124,310 

684 

124,994 

121.426 

2,052 

123.478 

245,736 

248,472 

Total  Funds 

$124,310 

$684 

$124,994 

$121,426 

$2,052 

$123,478 

$245,736 

$248,472 

Agency  Description 

The  Office  of  the  Commissioner  of  Political  Practices  was  created  in  1975  to  monitor  disclosures  of  financial 
contributions  to  and  expenditures  made  by  Montana  political  committees  and  candidates  and  to  oversee  and 
enforce  the  campaign  practices  law  in  Title  13,  Chapters  35  through  37,  MCA.  The  responsibilities  of  the 
office  were  expanded  in  1980  by  Initiative  85  to  include  the  registration  of  lobbyists,  the  filing  of  their 
principals'   financial   reports,   and  the   disclosure   of  elected   officials'   business   and   ownership   interests. 


Commissioner  of  Political  Practices 

Executive  Budget  Proposal 

Description                                                              Pg 

General 

Fund 

-  Fiscal  1994 

Other 
Funds 

Total 
Funds 

General 
Fund 

Fiscal  1995 

Other 
Funds 

Total 

Funds 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$124,310 

$124,310 

0.00% 

$0 
$0 

NA 

$124,310 
$124,310 

0.00<7r 

$121,426 
$121,426 

0.00% 

$0 
$0 

NA 

$121,426 
$121,426 

0.00% 

House  Bill  2 

House  Bill  2  Sub-Total 

$0 

$0 

$0 

$0 

$0 

$0 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Revenue/Fund  Balance  Proposals 

1  Increase  Lobbyist  Registration  Fees 
Total  Revenue/Fund  Balance  Impact 

0 
$0 

0 
$0 

$0 

10,500 
$10,500 

0 
$0 

10,500 

$10,500 

($10,500 

Net  Impact 

$0 

$0 

$0 

($10,500) 

$0 

1)  Increase  Lobbyist  Registration  Fees  -  The  Executive  Budget  proposes  to  increase  lobbyist  registration  fees 
to  generate   additional   general  fund  revenue   of  $10,500  for  the  biennium.      This  would   require   a  statutory 
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change,  as  section  5-7-103,  MCA  establishes  lobbyist  registration  fees.  Currently,  state  employee  lobbyists 
do  not  pay  a  registration  fee,  while  non-state  employee  lobbyists  pay  a  registration  fee  of  $10.  Lobbyist 
registration  fees  produced  $5,250  of  general  fund  revenue  in  fiscal  1993,  and  $180  of  general  fund  revenue 
in  fiscal  1992.  The  executive  proposal  would  implement  a  $10  registration  fee  for  state  employee  lobbyists 
and  increase  non-state   employee   lobbyist  registration  fees  to  $25. 

2)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by 
OBPP  and  the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing 
the  rates  charged  for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation 
adjustments  may  affect  the  budget  for  this   agency. 

Options/Issues 

1)  Increase  Campaign  Finance  Report  Price  -  The  Executive  Budget  is  proposing  to  increase  the  price  of 
the  Campaign  Finance  Report,  which  would  not  result  in  any  general  fund  savings  or  revenue  in  the  1995 
biennium.  Instead,  it  would  generate  an  additional  $2,500  of  general  fund  revenue  in  fiscal  1996  by 
increasing  the  price  of  the  publication  to  $35.  The  Campaign  Finance  Report  currently  sells  for  $25  per 
2-volume  set,  with  an  additional  charge  of  $5  if  the  purchaser  wishes  to  have  it  in  Word  Perfect. 
General  fund  revenue  generated  by  sales  of  the  publication  amounted  to  $188  in  fiscal  1993  and  $1,232 
in  fiscal    1992. 
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3401  000 

STATE  AUDITOR'S  OFFICE 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 

95  Biennium 

FTE 

72.75 

0.00 

72.75 

73.00 

0.00 

73.00 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 

2,191,981 

1,064,438 

33,416 

(9.671) 

14,574 
0 
0 

0 

2,206,555 

1,064,438 

33,416 

(9.671) 

2,194,257 

956,486 

16,471 

(9.551) 

42,480 
0 
0 
0 

2,236,737 

956,486 

16,471 

I9.55H 

4,386,238 
2,020,924 
49,887 
(19.222) 

4,443,292 

2,020,924 

49,887 

(19.222 

Total  Costs 

$3,280,164 

$14,574 

$3,294,738 

$3,157,663 

$42,480 

$3,200,143 

$6,437,827 

$6,494,881 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Proprietary  Fund 

1,934,429 

1,151,297 

194.438 

11,309 
1,764 
1,501 

1,945,738 

1,153,061 

195.939 

1,910,562 

1,053,799 

193.302 

33,467 
4,881 
4,132 

1,944,029 

1,058,680 

197.434 

3,844,991 

2,205,096 

387.740 

3,889,767 

2,211,741 

393.373 

Total  Funds 

$3,280,16.1 

$14,574 

$3,294,738 

$3,157,663 

$42,480 

$3,200,143 

$6,437,827 

$6,494,881 

Agency  Description 


The  Office  of  the  State  Auditor,  established  by  Article  VI,  Section  1  of  the  Montana  Constitution,  has 
statutory  responsibility  to  superintend  the  fiscal  duties  of  the  state  and  to  keep  an  account  of  all  state 
warrants.  The  auditor  is  both  ex-officio  commissioner  of  insurance  and  ex-officio  commissioner  of  securities. 
The  auditor  is  charged  with  the  duties  of:  1)  licensing  and  regulating  insurance  companies  and  agents 
within  the  state;  and  2)  regulating  and  registering  securities  dealers.  The  auditor  is  director  of  the  state 
warrant  writing  system   and   administers  the   state  bad   debt  collection   function. 
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State  Auditor's  Office 

Executive  Budget  Proposal 

Description                                                          Pg 

General 
Fund 

Fiscal  1994 

Other 
Funds 

Total 
Funds 

General 
Fund 

fiscal  1995 

Other 
Funds 

$1,247,101 
$1,222,516 

-1.97% 

Total 
Funds 

$3,157,663 
$3,097,278 

-1.91% 

(17,500 
(7,500 
(1,000 

(34,385 

($60,385 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$1,934,429 
$1,931,929 

-0.13% 

$1,345,735 
$1,339,645 

-0.45% 

$3,280,164 
$3,271,574 

-0.26% 

$1,910,562 
$1,874,762 

-1.87% 

(17,500) 
(7,500) 
(1,000) 
(9,800) 

($35,800) 

House  Bill  2 

1  Automate  Insurance  Agent  Filings            1 

2  Automate  Insurance  Agent  Filings            3 

3  Eliminate  State  Warrants  of  $5  or  less   10 

4  Pay  &  Retiree  Warrants  Electronically  10 

House  Bill  2  Sub-Total 

0 

0 

0 

(2,500) 

($2,500) 

0 

0 

0 

(6,090) 

($6,090) 

(8,590) 
($8,590) 

0 

0 

0 

(24,585) 

($24,585) 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

($2,500) 

($6,090) 

($8,590) 

($35,800) 

($24,585) 

($60,385 

Revenue/Fund  Balance  Proposals 

5  Inc.  Fees-Insurance  Agent  Filings 

6  Payee  ID  for  Bad  Debt  Collection 

7  Bad  Debts  to  Delinquent  Prop.  Taxes 

Total  Revenue/Fund  Balance  Impact 

50,000 
0 

$50,000 

0 
0 

$0 

50,000 
$50,000 

23,000 
100,000 
100,000 

$223,000 

$0 

23,000 
100,000 
100,000 

$223,000 

Net  Impact 

($52,500) 

($6,090) 

($58,590) 

($258,800) 

($24,585) 

($283,385 

1  &  2)  Automate  Insurance  Agent  Filings  -  The  Executive  Budget  includes  a  proposal  to  automate  the 
electronic  filing  of  insurance  company  agent  appointments,  which  is  projected  to  reduce  the  agency's  general 
fund  expenditures  by  $25,000  in  fiscal  1995:  1)  $17,500  in  personal  services  expenses  in  the  Central 
Management  program,  where  automation  will  reduce  the  resources  needed  to  process  mail  and  appointment 
payments;  and  2)  $7,500  in  operating  expenses  in  the  Insurance  program,  where  automation  will  reduce 
the   amount   of  postage,   etc.    needed   to   process   the   appointment   filings. 

This  proposal  will  require  a  statutory  change.  The  State  Auditor's  office  has  submitted  legislation  to 
amend  Title  33,  Chapters  2  and  17,  MCA,  effective  July  1,  1994,  by:  1)  increasing  the  fee  charged  to 
insurance  companies  to  file  names  of  appointed  agents  from  $10  to  $15  if  the  company  does  not  file  the 
appointment  electronically;  and  2)  charging  insurance  companies  a  $10  fee  if  agent  termination  notices  are 
not  filed   electronically. 

3)  Eliminate  State  Warrants  of  $5  or  Less  -  The  Executive  Budget  suggests  that  the  State  Auditor  could 
reduce  general  fund  operating  costs  by  approximately  $1,000  in  fiscal  1995  if:  1)  state  agencies  would 
redesign  their  fee  structures  to  eliminate  small  refunds  (for  example,  the  Department  of  Fish,  Wildlife,  and 
Parks  (FWP)  collects  $2  and  $3  application  fees  for  hunting  permit  drawings,  which  are  refunded  if  the 
applicant's  name  is  not  drawn);  and  2)  the  state  refund  policy  was  changed.  Both  can  be  accomplished 
through   administrative   action. 
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4)  Require  Conversion  of  Payroll  and  Retirement  Warrants  to  Electronic  Transfers  -  The  Executive  Budget 
proposes  to  require  that  all  state  employees  (except  seasonal  and  temporary)  and  retirees  receive  their  state 
compensation  through  electronic  transfers.  The  State  Auditor's  office  has  submitted  legislation  to  implement 
this  proposal,  which  if  approved  would  reduce  general  fund  warrant  processing  and  mailing  costs  in  the 
State   Payroll   program   by   $2,500   in   fiscal    1994   and   $9,800   in   fiscal    1995. 

State  special  revenue  savings  of  $6,090  in  fiscal  1994  and  $24,585  in  fiscal  1995  are  also  associated  with 
this  proposal.  This  should  result  in:  1)  additional  fund  balance  in  the  warrant  writing  state  special 
revenue  account  at  the  end  of  the  1995  biennium;  and  2)  reduced  warrant  writing  cost  allocation  charges 
to  non-general   fund   state   agencies   in   the    1997   biennium. 

5)  Increased  Fees  from  Insurance  Agent  Filings  -  The  Executive  Budget  proposal,  in  recommending 
automation  of  insurance  company  agent  appointments,  also  recommends  that  insurance  companies  choosing 
not  to  file  their  agent  appointments  electronically  be  subject  to  additional  fees  (see  numbers  1  and  2 
above).  It  is  estimated  that  the  additional  fees  will  generate  additional  general  fund  revenue  of  $23,000 
in  fiscal   1995. 

6)  Payee  ID  Information  for  Bad  Debt  Collection  -  The  Executive  Budget  suggests  that  the  State  Auditor's 
office  could  increase  general  fund  revenues  by  $50,000  in  fiscal  1994  and  $100,000  in  fiscal  1995  if  all 
state  agencies  input  payee  identification  numbers  into  the  warrant  pay  files  transmitted  to  the  State 
Auditor's  office,  so  that  agency's  bad  debt  files  could  be  electronically  compared  to  the  pay  files  to  capture 
debtors  warrants.  This  could  be  remedied  through  administrative  action  in  order  to  facilitate  the  additional 
general   fund   revenue   included   in   the   Executive   Budget. 

A  number  of  state  agencies  input  social  security  and/or  drivers  license  numbers  into  their  warrant  pay 
files,  while  others  do  not.  For  example,  FWP  inputs  "dummy"  payee  identification  numbers  into  its  state 
warrant  payee  files,  effectively  denying  State  Auditor  access  to  these  warrants  through  the  bad  debt 
collection   program. 

All  funds  collected  through  the  bad  debt  program,  except  for  12  percent  withheld  by  the  State  Auditor 
for  administrative  costs,  are  deposited  back  to  the  debtor  account.  The  major  debtor  files  transmitted  to 
the  State  Auditor  are  from  the  Departments  of  Revenue  (DOR)  and  Social  &  Rehabilitation  Services  (SRS), 
both  of  which  receive  substantial  general  fund  support.  Therefore,  if  payee  identification  numbers  were 
included  on  all  state  agency  warrant  pay  files,  it  is  projected  that  the  State  Auditor's  bad  debt  collection 
program  could  generate  additional  general  fund  revenue  of  $50,000  in  fiscal  1994  and  $100,000  in  fiscal 
1995   through  deposits   of  debts  collected   for   agencies   such   as   DOR  and   SRS. 

There  may  be  additional  general  fund  revenue  because  the  bad  debt  program,  which  deposits  administrative 
withholdings  in  a  proprietary  account,  is  required  by  statute  (17-4-106(2),  MCA)  to  transfer  any  proprietary 
fund  balance   in   excess   of  $10,000   at  the  end   of  the   biennium   to  the  general   fund. 

7)  Apply  Bad  Debt  Collection  Procedures  to  Delinquent  Property  Taxes  -  The  Executive  Budget  proposes 
to  begin  using  the  State  Auditor's  bad  debt  collection  procedures  (see  number  6  above)  to  collect  delinquent 
property  taxes,  resulting  in  an  estimated  general  fund  revenue  increase  of  $100,000  per  year  beginning  in 
fiscal  1995.  This  additional  general  fund  revenue  would  come  from  reduced  general  fund  transfers  to 
the  school  equalization  account  and  six  mill  university  account,  which  would  require  less  general  fund  as 
delinquent  property  taxes  were  collected. 

This  proposal  requires  a  statutory  change.  The  State  Auditor's  office  has  prepared  legislation  authorizing: 
1)  counties  and  the  Internal  Revenue  Service  (IRS)  to  utilize  the  bad  debt  collection  procedures;  and  2) 
the    State    Auditor's    office    to    retain    a    percentage    of   collections    for    administrative    purposes.       All    funds 
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collected,  except  the  amount  withheld  for  administrative  purposes,  will  be  refunded  to  the  IRS  or 
assigning  county. 

8)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by 
OBPP  and  the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing 
the  rates  charged  for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation 
adjustments   may   affect   the   budget   for  this   agency. 
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4107  00  00000 

CRIME  CONTROL  DIVISION 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 

Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 

95  Biennium 

FTE 

19.00 

0,00 

19.00 

19.00 

0.00 

19.00 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  and  Claims 

Transfers 

604,003 

199,679 

9,448 

3,479,974 

590,000 

(2,305) 

4,441 
0 
0 
0 
0 
0 

608,444 

199,679 

9,448 

3,479,974 

590,000 

(2,305) 

605,856 

201,161 

10,587 

3,479,974 

590,000 

(2,326) 

13,167 
0 
0 
0 
0 
0 

619,023 
201,161 

10,587 

3,479,974 

590,000 

(2,326) 

1,209,859 

400,840 

20,035 

6,959,948 

1,180,000 

(4,631) 

1,227,467 

400,840 

20,035 

6,959,948 

1,180,000 

(4.631: 

Total  Costs 

$4,880,799 

$4,441 

$4,885,240 

$4,885,252 

$13,167 

$4,898,419 

$9,766,051 

$9,783,659 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

458,663 

623,108 

3,799,028 

2,729 
810 
902 

461,392 

623,918 

3,799,930 

462,951 

623,274 

3,799,027 

8,131 
2,406 
2,630 

471,082 

625,680 

3,801,657 

921,614 
1,246,382 
L598J355 

932,474 
1,249,598 
7,601.587 

Total  Funds 

$4,880,799 

$4,441 

$4,885,240 

$4,885,252 

$13,167 

$4,898,419 

$9,766,051 

$9,783,659 

Agency  Description 

The  mission  of  the  Crime  Control  Division  is  to  promote  public  safety  by  strengthening  the  coordination 
and  performance  of  the  criminal  and  juvenile  justice  system.  The  division  was  created  by  section 
2-15-2006,  MCA.  Under  the  direction  of  a  supervisory  Board  of  Crime  Control  appointed  by  the  Governor, 
the  Crime  Control  Division  provides  financial  support,  technical  assistance,  and  supportive  services  to  state 
and  local  criminal  justice  agencies.  The  board  administers  and  awards  several  grant  programs,  including 
the  Juvenile  Justice  and  Delinquency  Prevention  Act,  the  Victim/Witness  Assistance  Act,  the  State  and 
Local  Law  Enforcement  Assistance  Act,  the  Narcotics  Control  Assistance  Program,  and  the  State  Crime 
Victims'   Compensation   program. 
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4107  Board  of  Crime  Control 

Executive  Budget  Proposal 

Description                                                          Pg 

General 
Fund 

Fiscal  1994  — 
Other 
Funds 

$4,422,136 
$4,425,136 

0.07% 

Total                 General 
Funds                   Fund 

Fiscal  1995  — 
Other 

Funds 

Total 
Funds 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$458,663 
$455,663 

-0.65% 

$4,880,799            $462,951 

$4,880,799            $459,951 

0.00%                -0.65% 

$4,422,301 
$4,425,301 

0.07% 

$4,885,252 

$4,885,252 

0.00% 

House  Bill  2 

1  Offset  GF  with  Federal  Fund  Match 
House  Bill  2  Sub-Total 

(3,000) 
($3,000) 

3,000 
$3,000 

(3,000) 
$0               ($3j000) 

3,000 
$3,000 

$0 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

($3,000) 

$3,000 

$0               ($3,000) 

$3,000 

$0 

Revenue/Fund  Balance  Proposals 

2  Crime  Victims  Account  Fund  Balance 
Total  Revenue/Fund  Balance  Impact 

250,000 
$250,000 

(250,000) 
($250,000) 

$0                        $0 

$0 

$0 

Net  Impact 

($253,000) 

$253,000 

$0               ($3,000) 

$3,000 

$0 

1)  Offset  General  Fund  with  Federal  Fund  Match  -  Subject  to  approval  of  grantor  agencies,  it  is  estimated 
that  up  to  $3,000  per  year  could  be  collected  in  federal  matching  funds  to  offset  general  fund.  The 
agency  will  explore  ways  to  increase  federal  match  funds  for  grant  agencies.  This  would  be  a  funding 
switch  with  general  fund  spending  authority  decreasing  and  federal  funds  increasing.  The  $3,000  per  year 
general   fund   savings   would   be   ongoing. 

2)  Crime  Victims  Account  Fund  Balance  -  Section  53-9-109,  MCA,  in  the  Crime  Victims  Compensation  Act 
of  Montana,  established  a  crime  victims  compensation  and  assistance  account.  A  specified  portion  of  fines 
collected  in  the  state  are  directed  to  this  account.  At  the  end  of  fiscal  1993,  the  fund  balance  in  this 
account  was  $486,247.  For  actual  and  estimated  years  (FY  92  through  FY  95),  state  revenues  are  shown 
to  exceed  expenditures  from  state  revenues,  resulting  in  a  growing  fund  balance.  Two  actions  are  proposed 
in  the  executive  budget  proposal.  First,  it  recommends  that  the  legislature  authorize  a  one-time  transfer 
of  $250,000  from  this  account  to  the  general  fund.  (Although  the  cited  statute  states  that  "no  fund 
balance  in  the  account  at  the  end  of  a  fiscal  year  may  be  deposited  in  the  general  fund",  similar  transfers 
have  been  approved  by  the  legislature  in  the  past.)  Second,  it  states  that  legislation  will  be  proposed 
to  cap  the  fund  balance  for  this  account  at  $500,000  and  provide  that  any  amount  over  the  $500,000  cap 
be  transferred  to  the  general  fund.  These  actions  would  provide  $250,000  additional  moneys  to  the  general 
fund  in  the  current  biennium.  Both  actions  would  require  statutory  changes.  General  fund  impact  in 
future  bienniums  would  depend  on  the  future  revenues  to  this  account  from  fines  and  a  continued  partial 
support  by  federal  dollars,  as  well  as  the  level  of  claims  by  victims  of  crimes  for  compensation  from  this 
account. 

3)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by 
OBPP  and  the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing 
the  rates  charged  for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation 
adjustments   may  affect  the   budget  for  this   agency. 
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HIGHWAY  TRAFFIC  SAFETY 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB  2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Bienmum 

Total 
95  Biennium 

FTE 

8.50 

0.00 

8.50 

8.50 

0.00 

8.50 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 
Grants 
Transfers 

296,960 
181,746 
10,166 
483,080 
900,000 
(908) 

2,193 
0 
0 
0 
0 
0 

299,153 
181,746 
10,166 
483,080 
900,000 
(908) 

297,871 
182,600 
7,730 
483,080 
900,000 
(908) 

6,551 
0 
0 
0 
0 
0 

304,422 
182,600 
7,730 
483,080 
900,000 
(908) 

594,831 

364,346 

17,896 

966,160 

1,800,000 

(1,816) 

603,575 

364,346 

17,896 

966,160 

1,800,000 

(1,816) 

Total  Costs 

$1,871,044 

$2,193 

$1,873,237 

$1,870,373 

$6,551 

$1,876,924 

$3,741,417 

$3,750,161 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

180,701 

381,946 

1.308.397 

0 

600 

1,593 

180,701 

382,546 

1,309,990 

180,696 

382,991 

1,306,686 

0 
1,769 

4,782 

180,696 

384,760 

1.311.468 

361,397 

764,937 

2.615.083 

361,397 
767,306  1 
2.621.458  ! 

Total  Funds 

$1,871,044 

$2,193 

$1,873,237 

$1,870,373 

$6,551 

$1,876,924 

$3,741,417 

$3,750,161 

Agency  Description 


safety, 


ighway  Traffic  Safety  Division  was  established  by  Title  61,  Chapter  2,  MCA,  to  promote  public 
oalcuj,  health,  and  welfare  through  efforts  directed  toward  reducing  death,  injury,  and  property  loss 
resulting  from  traffic  accidents.  Projects  are  developed  and  initiated  in  various  levels  of  government 
primarily  through  federal  grant  funds  provided  through  the  division  to  ensure  that  a  long-term,  stable,  and 
statewide  program  exists.  Current  program  priorities  include  occupant  protection  and  drinking  and  driving 
projects. 
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4108  Highway  Traffic  Safety 

Executive  Budget  Proposal 

Description                                                             Pg 

General 
Fund 

•  Fiscal  1994  — 
Other 
Funds 

Total 
Funds 

General 

Fund 

Fiscal  1995  ----- 
Other 
Funds 

Total 
Funds 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$180,701 
$180,701 

0.00% 

$1,690,343 
$1,390,343 

-17.75% 

$1,871,044 
$1,571,044 

-16.03% 

$180,696 
$180,696 

0.00% 

$1,689,677 
$1,389,677 

-17.75% 

$1,870,373 
$1,570,373 

-16.04% 

House  Bill  2 

1  Eliminate  Distrib  to  County  Treasurers 
House  Bill  2  Sub-Total 

$0 

(300,000) 
($300,000) 

(300,000) 
($300,000) 

$0 

(300,000) 
($300,000) 

(300,000 
($300,000 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

$0 

($300,000) 

($300,000) 

$0 

($300,000) 

($300,000 

Revenue/Fund  Balance  Proposals 
2  $50  of  DUI  Reinstatement  Fee  to  GF 
Total  Revenue/Fund  Balance  Impact 

300,000 
$300,000 

(300,000) 
($300,000) 

$0 

300,000 
$300,000 

(300,000) 
($300,000) 

$0 

Net  Impact 

($300,000) 

$0 

($300,000) 

($300,000) 

$0 

($300,000 

1)    Eliminate    Distribution    to    County 

Treasurers    -    As    described    in 

item     2    below,     $300,000    of    DU 

reinstatement  fees  deposited  as  state  special  revenue  each  year  would  instead  be  deposited  in  the  general 
fund.  Therefore,  $300,000  state  special  revenue  funds  designated  for  distribution  to  county  treasurers  would 
not  be  available  as  currently  appropriated  in  House  Bill  2  for  fiscal  1994  and  fiscal  1995.  The  Executive 
Budget  proposal  states  that  this  action  is  not  a  reduction  to  cities  and  towns  because  the  distribution, 
established  by  the  1991  Legislature,  has  never  been  implemented  (in  the  1993  biennium,  the  moneys  were 
diverted  by  a  January  1992  special  session  action).  However,  these  moneys  are  appropriated  in  House  Bill 
2  for  distribution  to  locals  for  fiscal  1994  and  fiscal  1995,  and  the  proposed  action  would  eliminate  the 
funding  for  those   appropriations. 


2)  $50  of  DUI  Reinstatement  Fee  to  General  Fund  -  Section  61-2-107,  MCA,  provides  that  "a  driver's 
license  that  has  been  suspended  or  revoked  ...  shall  remain  suspended  or  revoked  until  the  driver  has  paid 
to  the  department  [of  Justice]  a  fee  of  $100  ..."  Current  law  provides  that  one-half  of  this  fee  is  to  be 
deposited  to  a  state  special  revenue  account  for  distribution  to  county  treasurers  who  are  directed  to 
distribute  the  moneys  to  cities  and  towns.  The  executive  proposes  to  deposit  these  moneys  in  the  general 
fund.  The  estimated  amount  of  general  fund  revenue  for  each  fiscal  year  would  be  $300,000  offset  by 
a  decrease  of  $300,000  deposited  to  the  state  special  revenue  account.  A  statutory  change  would  be 
necessary   and   the   legislature   would   determine   if  this   would  be   one-time   or   permanent. 

3)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by 
OBPP  and  the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing 
the  rates  charged  for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation 
adjustments   may   affect   the   budget   for  this   agency. 
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■ 

DEPA 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Bienmum 

Total 

95  Bienmum 

FTE 

659.80 

0.00 

659.80 

651.80 

0.00 

651.80 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 
Transfers 
Debt  Service 

21,722,685 

7,705,705 

1,591,477 

2,000 

(61,020) 

575,829 

152,561 
0 
0 
0 
0 
0 

21,875,246 

7,705,705 

1,591,477 

2,000 

(61,020) 

575,829 

21,712,097 

7,586,500 

1,461,368 

2,000 

(54,832) 

603,329 

463,940 
0 
0 
0 
0 
0 

22,176,037 

7,586,500 

1,461,368 

2,000 

(54,832) 

603.329 

43,434,782 

15,292,205 

3,052,845 

4,000 

(115,852) 

1.179,158 

44,051,283 

15,292,205 

3,052,845 

4,000 

(115,852) 

1,179,158 

Total  Costs 

$31,536,676 

$152,561 

$31,689,237 

$31,310,462 

$463,940 

$31,774,402 

$62,847,138 

$63,463,639 

Fund  Sources 

12,877,618 

16,230,476 

1,478,511 

950,071 

52,071 

94,157 

614 

5J19 

12,929,689 

16,324,633 

1,479,125 

955.790 

9,631,325 

19,253,591 

1,475,761 

949.785 

135,075 

309,733 

1,785 

17.347 

9,766,400 

19,563,324 

1,477,546 

967,132 

22,508,943 

35,484,067 

2,954.272 

U99.856 

22,696,089 

35,887,957 

2,956,671 

1,922,922 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 
Proprietary  Fund 

Total  Funds 

$31,536,676 

$152,561 

$31,689,237 

$31,310,462 

$483,940 

$31,774,402 

$62,847,138 

$63,463,639 

Agency  Description 

The  Department  of  Justice,  under  the  direction  of  the  Attorney  General,  is  responsible  for  statewide  legal 
services  and  counsel,  law  enforcement,  and  public  safety,  as  authorized  in  section  2-15-501,  MCA.  The 
duties  of  the  department  include:  1)  providing  legal  representation  for  the  state  and  its  political 
subdivisions  in  criminal  appeals;  2)  providing  legal  services  and  counsel  for  the  state,  county,  and  municipal 
agencies  and  their  officials;  3)  enforcing  Montana  traffic  laws  and  registering  all  motor  vehicles;  4) 
enforcing  state  fire  safety  codes  and  regulations;  5)  assisting  local  law  enforcement  agencies  in  bringing 
offenders  to  justice;  6)  managing  a  statewide  system  of  death  investigations  and  provide  scientific  analyses 
of  specimens  submitted  by  law  enforcement  officials,  coroners,  and  state  agencies;  and  7)  providing  for  the 
uniform   regulation   of  all   gambling   activities   in   the   State   of  Montana. 
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4110  Department  of  Justice 

Executive  Bud 

get  Proposal 

Description 

Pg 

General 
Fund 

Other 
Funds 

Total 
Funds 

General                 Other 
Fund                   Funds 

$9,631,325       $21,679,137 
$9,371,620       $21,679,137 

-2.70%                 0.00% 

Total 
Funds 

$31,310,462 
$31,050,757 

-0.83% 

(207,000 

(8,800 

(43,905 

($259,705 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$12,877,618 
$12,751,505 

-0.98% 

$18,659,058 
$18,659,058 

0.00% 

$31,536,676 
$31,410,563 

-0.40% 

House  Bill  2 

1  Reduce  Driver  Lie.  Service  Stations 

2  Reduce  Freight  and  Express  Costs 

3  Eliminate  GF  Support  for  Position 

House  Bill  2  Sub-Total 

12 

12 

28 

(100,000) 

(4,400) 

(21,713) 

($126,113) 

$0 

(100,000) 

(4,400) 

(21,713) 

($126,113) 

(207,000) 

(8,800) 

(43,905) 

($259,705)                        $0 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

($126,113) 

$0 

($126,113) 

($259,705)                      $0 

($259,705 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0                        $0 

$0 

Net  Impact 

($126,113) 

$0 

($126,113) 

($259,705)                      $0 

($259,705 

1)  Reduce  Driver  License  Service  Stations  -  Currently,  there  are  61  driver  service  stations  (full-time  and 
Part-time)  in  Montana's  56  counties.  The  executive  proposal  would  withdraw  driver's  license  services  from 
37  counties,  resulting  in  20  stations  located  in  19  counties.  In  order  to  mitigate  some  of  the 
inconvenience  that  will  occur  with  this  action,  the  executive  proposal  also  includes  the  possibility  of 
contracting  with  public  or  private  entities  in  adversely  affected  areas  of  the  state  in  order  to  continue 
some  level  of  services.  The  total  estimated  general  fund  savings  from  this  action  would  be  $100,000  in 
fiscal  1994  and  $207,000  in  fiscal  1995.  The  FTE  reduction  would  be  6.00  in  fiscal  1994  and  11.75  in 
fiscal    1995.      This   would   be   an   ongoing   savings. 

In  fiscal  1993,  under  the  current  structure,  the  drivers  service  stations  had  298,542  contacts  with 
customers.  Approximately  85  percent  of  those  occurred  in  the  20  stations  that  are  retained  by  the 
executive  proposal.  Therefore,  customers  (drivers)  affected  by  the  elimination  of  certain  part-time  stations 
are  about  15  percent  of  the  current  workload.  If  the  department  is  able  to  provide  for  alternative 
services,  even  fewer  customers  would  be  adversely  affected.  The  consequence  of  this  proposal  is  that  some 
drivers  in  remote  areas  of  the  state  will  have  to  drive  further  distances  to  take  a  driver's  examination 
or   renew   their   driver's   license. 

2)  Reduce  Freight  and  Express  Costs  -  The  Department  of  Justice  would  have  reduced  general  fund  freight 
expense  if  the  single  plate  recommendation  is  adopted  in  the  Department  of  Corrections  and  Human 
Services.      The   savings   is   estimated   to   be   $4,400   in   fiscal    1994   and   $8,800   in   fiscal    1995. 

3)  Eliminate  General  Fund  Support  for  Position  -  The  department  would  eliminate  general  fund  support 
for  a  drug  prevention  education  coordinator  position,  for  an  anticipated  savings  of  $21,713  in  fiscal  1994 
and  $43,905  in  fiscal   1995.     This   1.0  FTE  was  funded  with  federal  special  revenue  until  the  current  year. 
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The  general  fund  support  for  this  position  was  approved  by  the  1993  Legislature  at  which  time  the 
department  stated  that  the  coordinator  function  is  important  to  the  state  in  fostering  drug  and  alcohol 
abuse  prevention   foe  youth,   particularly  through  the   Drug  Abuse  Resistance  Education  (D.A.R.E.)  program. 

4)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by 
OBPP  and  the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing 
the  rates  charged  for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation 
adjustments   may   affect  the   budget  for  this   agency. 
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Agency  Summary 
Budget  Item 


DEPARTMENT  OF  TRANSPORTATION 


HB2 
Fiscal  1994 


Pay  Plan 
Fiscal  1994 


Total 
Fiscal  1994 


HB  2 
Fiscal  1995 


Pay  Plan 
Fiscal  1995 


Total 
Fiscal  1995 


HB2 
95  Biennium 


Total 
95  Biennium 


FTE 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Grants 

Transfers 

Debt  Service 

Total  Costs 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 
Proprietary  Fund 

Total  Funds  


1,933.75 

66,447,607 

248,066,988 

8,135,009 

6,058,434 

2,168,208 

14,816,368 

12,641 


131,072 

165,164,612 

163,606,763 

16.802,808 


0.00 

473,669 
0 
0 
0 
0 
0 
0 


1,933.75 

66,921,276 

248,066,988 

8,135,009 

6,058,434 

2,168,208 

14,816,368 

12,641 


1,933.75 

66,950,818 

249,943,871 

7,139,915 

6,058,434 

1,735,781 

15,817,085 

12,641 


0.00 

1,444,176 
0 
0 
0 
0 
0 
0 


1,933.75 

68,394,994 

249,943,871 

7,139,915 

6,058,434 

1,735,781 

15,817,085 

12,641 


133,398,425 

498,010,859 

15,274,924 

12,116,868 

3,903,989 

30,633,453 

25_,282 


135,316,270 

498,010,859 

15,274,924 

12,116,868 

3,903,989 

30,633,453 

25,282 


$345,705,255    $473,669  $346,178,924  $347,658,545   $1,444,176  $349,102,721  $693,363,800  $695,281,645 


217 

273,679 

168,349 

31,424 


131,289 

165,438,291 

163,775,112 

16.834.232 


31,689 

166,707,615 

164,736,066 

16,183,175 


660 

854,922 

492,277 

96,317 


32,349 

167,562,537 

165,228,343 

16.279.492 


162,761 

331,872,227 

328,342,829 

32,985,983 


163,638 

333,000,828 

329,003,455 

33.113.724 


,$345,705,255    $473,669  $346,178^924  $347,658,545   $1,444,176  $349,102.721  $693,363,800  $695,281,645 


Agency  Description 

The  1991  Legislature  passed  Senate  Bill  164,  which  merged  the  former  Department  of  Highways,  the 
Transportation  (renamed  Rail  and  Transit)  and  Aeronautics  Divisions  of  the  Department  of  Commerce,  and 
the  Motor  Fuels  Division  from  the  Department  of  Revenue  into  a  new  Department  of  Transportation  (DOT). 
The  goal  of  the  reorganization  was  to  improve  Montana's  multi-modal  transportation  planning  by 
consolidating  into  a  single  agency  all  transportation-related  functions  to  offer  a  unified  vision  of  Montana's 
transportation  needs,  promote  economic  growth,  and  provide  "one-stop  shopping"  for  transportation-related 
services. 
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Department  of  Transportation 

Executive  Budget  Proposal 

Description                                                         Pg 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

General 
Fund 

$131,072 
$131,072 

0.00% 

-  Fiscal  1994  — 
Other 
Funds 

Total 
Funds 

General 
Fund 

-  Fiscal  1995  — 
Other 
Funds 

Total 
Funds 

$345,574,183 
$345,574,183 

0.00% 

$345,705,255 
$345,705,255 

0.00% 

$31,689 
$31,689 

0.00% 

$347,626,856 
$347,626,856 

0.00% 

$347,658,545 
$347,658,545 

0.00% 

House  Bill  2 

House  Bill  2  Sub-Total 

$0 

$0 

$0 

$0 

$0 

$0 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Net  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

The  executive  did   not  recommend   any  budget  changes  for  this   agency. 

1)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by 
OBPP  and  the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing 
the  rates  charged  for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation 
adjustments   may   affect  the   budget  for  this   agency. 
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Agency  Summary 
Budget  Item 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 
Debt  Service 

Total  Costs 

Fund  Sources 


DEPARTMENT  OF  REVENUE 


HB2 
Fiscal  1994 


Pay  Plan 
Fiscal  1994 


Total 
Fiscal  1994 


HB2 
Fiscal  1995 


Pay  Plan 
Fiscal  1995 


Total 
Fiscal  1995 


HB2 
95  Biennium 


Total 
95  Biennium 


General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 
Proprietary  Fund 

Total  Funds 


669.39 

17,937,962 

4,128,861 

262,435 

(102,559) 

269.741 


20,670,750 
658,542 
197,954 
969.194 


0.00 

154,841 
0 
0 
0 
0 


669.39 

18,092,803 

4,128,861 

262,435 

(102,559) 

269.741 


659.89 

17,759,243 

4,005,179 

231,326 

(102,280) 

269.741 


0.00 

434,256 
0 
0 
0 
0 


659.89 

18,193,499 

4,005,179 

231,326 

(102,280) 

269,741 


35,697,205 

8,134,040 

493,761 

(204,839) 

539,482 


36,286,302 

8,134,040 

493,761 

(204,839) 

539,482 


$22,496,440  $154,841     $22,651,281     $22,163,209  $434,256     $22,597,465     $44,659,649     $45,248,746 


143,276 
3,714 
1,218 
6.633 


20,814,026 
662,256 
199,172 
975.827 


20,358,651 
668,949 
193,865 
941.744 


400,641 

10,610 

3,494 

19.511 


20,759,292 
679,559 
197,359 
961.255 


41,029,401 

1,327,491 

391,819 

1.910.938 


41,573,318 

1,341,815 

396,531 

1.937.082 


$22.496.440  $154.841     $22.651.281     $22,163,209  $434,256     $22,597.465     $44.659.649     $45,248,746 


Agency  Description 

The  Department  of  Revenue  (DOR),  authorized  by  section  2-15-1301,  MCA,  collects  revenue  from  and  enforces 
regulations  governing  over  30  state  taxes  and  fees.  The  department  is  also  responsible  for  regulating  the  sale  and 
distribution  of  alcoholic  beverages  in  the  state.  The  department  is  organized  into  seven  divisions  with  overall  agency 
direction  and  management  coordinated  from  the  Director's  Office. 
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Executive  Budget  Proposal 

Description                                                      Pg 

Fiscal  1995  — 

General 
Fund 

Other 
Funds 

Total 
Funds 

General 
Fund 

Other 
Funds 

Total 
Funds 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$20,670,750 

$20,339,750 

-1.60% 

$1,825,690 
$2,156,690 

18.13% 

$22,496,440 
$22,496,440 

0.00% 

$20,358,651 

$18,827,651 

-7.52% 

$1,804,558 
$2,135,558 

18.34% 

$22,163,209 
$20,963,209 

-5.41% 

House  Bill  2 

1  Recover  Collection  and  Audit  Costs 

2  Streamline  Property  Valuation  Div. 

House  Bill  2  Sub-Total 

(331,000) 
($331,000) 

331,000 
$331,000 

$0 

(331,000) 
(1,200,000) 

($1,531,000) 

331,000 
$331,000 

(1,200,000 
($1,200,000 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

($331,000) 

$331,000 

$0 

($1,531,000) 

$331,000 

($1,200,000 

Revenue/Fund  Balance  Proposals 

3  Privatize  Retail  Liquor  Operations 

4  Recover  Collection  and  Audit  Costs 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

3,966,000 
(99,000) 

$3,867,000 

$0 

3,966,000 
(99,000 

$3,867,000 

Net  Impact 

($331,000) 

$331,000 

$0 

($5,398,000) 

$331,000 

($5,067,000 

1)  and  4)  Recover  Collection  and  Audit  Costs  -  The  Natural  Resource  and  Corporate  Tax  Division  of  the  Department 
of  Revenue  administers  various  state  and  local  taxes  including:  corporation  license  tax,  oil  and  gas  severance  tax, 
coal  severance  tax,  metal  mines  tax,  gross  and  net  proceeds  tax,  local  government  severance  tax,  electrical  energy 
license  tax,  and  the  resource  indemnity  trust  tax.  Most  of  this  division's  budget  is  currently  funded  from  the  general 
fund.  Under  the  executive  proposal,  the  cost  of  certain  collection  and  audit  functions  of  the  department  would  be 
charged  to  appropriate  non-general  fund  sources  in  proportion  to  the  administrative  and  audit  resources  devoted  to 
those  non-general  fund  sources.  These  non-general  fund  sources  would  replace  a  portion  of  the  general  fund  in  the 
Corporate  Tax  Division  budget.  The  estimated  reduction  in  general  fund  appropriations  would  be  $331,000  per  year, 
offset  by  a  like  increase  in  appropriations  from  a  state  special  revenue  fund.  Because  funds  from  some  of  the  sources, 
which  will  be  charged  for  the  collection  and  audit  costs,  are  ultimately  deposited  to  the  school  equalization  account 
(SEA),  there  would  be  a  reduction  in  SEA  revenue.  The  Executive  Budget  proposal  states  that  because  of  the  inherent 
lags  in  the  distribution  of  some  tax  collection  revenues,  the  SEA  revenue  reduction  would  not  occur  in  fiscal  1994,  and 
estimates  the  reduction  in  SEA  revenue  to  be  $99,000  in  fiscal  1995.  Based  upon  a  review  of  local  government 
severance  tax  distributions,  it  appears  that  fiscal  1994  might  be  impacted  by  as  much  as  a  $50,000  reduction  in  SEA 
revenue  (an  estimate  is  still  being  developed).  A  reduction  in  SEA  revenue  would  translate  to  an  increase  in  the 
amount  of  general  fund  needed  to  supplement  education  funding. 

The  proposal  would  capture  non-general  fund  revenues  to  offset  its  administrative  and  audit  costs  from  six  specific 
tax  sources: 

the  portion  of  the  corporate  license  tax  on  banks  and  savings  and  loans  associations  that  is  distributed  to 
counties; 
*         the  metalliferous  mines  license  tax; 
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*  the  coal  severance  tax; 

*  the  resource  indemnity  trust  tax; 

*  the  coal  gross  proceeds  tax;  and 

*  the  local  government  severance  tax. 

The  first  three  of  these  sources  have  a  significant  portion  of  the  collected  tax  deposited  to  the  general  fund,  from  which 
the  Natural  Resource  and  Corporate  Tax  Division  is  primarily  funded.  Did  the  decision  to  distribute  a  portion  of  these 
collections  to  the  general  fund  include  consideration  of  the  state  collection  and  audit  costs? 

2)  Streamline  Property  Valuation  Division  -  The  department  is  preparing  a  proposal  for  the  restructuring  of  county 
appraisal  offices  which  is  expected  to  result  in  savings  of  $1.2  million  general  fund  beginning  in  fiscal  1995. 
Generally,  the  savings  would  result  from  elimination  of  some  appraiser  and  deputy  appraiser  positions,  and 
consolidation  of  some  offices  and/or  functions  related  to  property  appraisal.  The  specifics  of  this  restructuring  are  yet 
to  be  defined.  The  specifics  of  the  plan  and  legislation  to  implement  the  changes  are  being  prepared  by  the 
department.  However,  based  upon  estimated  workload,  it  is  expected  that  the  division's  FTE  level  will  be  reduced 
by  approximately  45.00  FTE. 

While  specifics  of  this  proposal  have  not  been  determined,  it  is  expected  conceptually  that  the  restructuring  of  county 
appraisal  offices  would  include  regionalization  of  offices  and,  in  some  jurisdictions,  shorter  office  hours.  These  types 
of  changes  would  likely  result  in  some  inconveniences  for  taxpayers,  including  some  taxpayers  having  to  drive  further 
for  services.  An  extension  of  the  current  3-year  appraisal  cycle  is  not  contemplated,  but  as  the  proposal  is  further 
defined,  the  potential  for  impact  on  the  appraisal  cycle  should  be  better  known. 

3)  Privatize  Retail  Liquor  Operations  -  The  department  would  eliminate  the  state  retail  liquor  stores  and  allow  retail 
sales  to  occur  from  the  approximately  1,573  existing  licensees  (although  only  a  few  hundred  might  offer  package  liquor 
sales).  The  state  liquor  warehouse  would  supply  liquor  inventory  to  all  licensees  direct  from  the  warehouse.  An 
estimated  75  store  employees  and  81  contract  agents  would  be  affected.  Revenues  from  liquor  taxes  and  licenses 
would  not  change.  A  new  wholesale  price  structure  would  be  established  that  would  be  lower  than  the  current  retail 
prices  at  state  stores.  Turnover  of  the  current  retail  inventory  would  realize  about  $5  million  in  revenue  to  the 
general  fund  by  the  end  of  fiscal  1995,  with  about  $1.5  million  being  offset  by  termination  costs.  There  would  be 
increased  operating  costs  in  the  warehouse  operation  as  the  warehouse  would  supply  1573  licensees  instead  of 
approximately  108  state  retail  liquor  stores.  There  would  be  a  net  decrease  to  operating  costs  of  the  Liquor  Division 
of  approximately  $2.6  million  (a  net  reduction  of  47.50  FTE),  and  net  profits  ultimately  transferred  to  the  general  fund 
would  increase  by  an  estimated  $800,000  per  year  beginning  in  November  of  1995  ($466,000  for  fiscal  1995). 

4)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by  OBPP  and 
the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing  the  rates  charged 
for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation  adjustments  may  affect  the  budget 
for  this  agency. 
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Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 
95  Biennium 

Ifte 

311.26 

0.00 

311.26 

315.26 

0.00 

315.26 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 
Transfers 
Debt  Service 

12,157,521 

29,064,667 

2,897,482 

4,737 

67,046 

3,341,170 

75,594 
0 
0 
0 
0 
0 

12,233,115 

29,064,667 

2,897,482 

4,737 

67,046 

3,341.170 

12,224,377 

29,505,378 

2,562,367 

4,737 

91,204 

2.411.314 

242,563 
0 
0 
0 
0 
0 

12,466,940 

29,505,378 

2,562,367 

4,737 

91,204 

2.411.314 

24,381,898 

58,570,045 

5,459,849 

9,474 

158,250 

5.752.484 

24,700,055 

58,570,045 

5,459,849 

9,474 

158,250 

5.752.484 

Total  Costs 

$47,532,623 

$75,594 

$47,608,217 

$46,799,377 

$242,563 

$47,041,940 

$94,332,000 

$94,650,157 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 
Capital  Projects  Fund 
Proprietary  Fund 
Expendable  Trust  Fund 
Non-expendable  Trust 

3,921,002 

1,969,355 

30,057 

58,305 

41,541,837 

12,067 

0 

15,699 

4,326 

244 

0 

55,325 

0 

0 

3,936,701 

1,973,681 

30,301 

58,305 

41,597,162 

12,067 

0 

3,785,413 

1,949,161 

30,058 

58,312 

40,964,800 

11,633 

0 

47,650 

23,362 

609 

0 

170,826 

0 

116 

3,833,063 

1,972,523 

30,667 

58,312 

41,135,626 

11,633 

116 

7,706,415 

3,918,516 

60,115 

116,617 

82,506,637 

23,700 

0 

7,769,764 

3,946,204 

60,968 

116,617 

82,732,788 

23,700 

116 

Total  Funds 

$47,532,623 

$75,594 

$47,608,217 

$46,799t377 

$242,563 

$47,041,940 

$94,332,000 

$94,650,157 

Agency  Description 

The  Department  of  Administration  (DOA)  provides  centralized  services  for  state  agencies  in  the  following  areas:  1) 
accounting  and  financial  reporting;  2)  capitol  complex  building  maintenance  and  capitol  security;  3)  state  bonded 
indebtedness  administration;  4)  state  treasury  services;  5)  insurance  coverage  and  Tort  Claims  Act  administration; 
6)  systems  development,  telecommunications,  and  data  processing;  7)  personnel  management  and  labor  relations;  8) 
purchasing  and  surplus  property  administration;  9)  duplicating,  mail,  and  messenger  services;  and  10)  records 
management.  The  department  also  administers  the  state  Long  Range  Building  Program,  state  employee  group 
benefits  program,  and  the  various  state  retirement  systems.  In  addition,  the  Board  of  Examiners,  State  Tax  Appeal 
Board,  State  Compensation  Mutual  Insurance  Fund,  Public  Employees'  Retirement  Board,  and  Teachers'  Retirement 
Board  are  attached  to  the  department  for  administrative  purposes  only. 
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Executive  Budget  Propc 

>sal 

Description                                                      Pg 

General 
Fund 

Other 
Funds 

Total 
Funds 

$47,532,623 
$47,543,541 

0.02% 

General 
Fund 

$3,785,413 
$3,168,014 

-16.31% 

Other 
Funds 

$43,013,964 
$43,650,055 

1.48% 

315,533 
320,558 

$636,091 

Total 
Funds 

$46,799,377 
$46,818,069 

0.04% 

18,692 
$18,692 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

House  Bill  2 

1  Recover  Costs  of  State  Accounting  Pgm  03 

2  Recover  Costs  of  State  Personnel             23 

House  Bill  2  Sub-Total 

$3,921,002 
$3,570,799 

-8.93% 

$43,611,621 
$43,972,742 

0.83% 

(168,375) 
(181,828) 

($350,203) 

179,293 
181,828 

$361,121 

10,918 
$10,918 

(296,841) 
(320,558) 

($617,399) 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

($350,203) 

$361,121 

$10,918 

($617,399) 

$636,091 

$18,692 

Revenue/Fund  Balance  Proposals 

3  Federal  Cost  Recoveries  to  SSR  Acct       03 

4  Fees  for  State  Purchasing  Contracts       06 

5  Reduce  Computer  Processing  Rates        07 

6  Reduce  Capitol  Complex  Rental  Rates    08 

Total  Revenue/Fund  Balance  Impact 

(400,000) 
25,000 

($375,000) 

400,000 

(141,668) 
(40,698) 

$217,634 

25,000 

(141,668) 

(40,698) 

($157,366) 

(400,000) 
75,000 

($325,000) 

400,000 

(146,372) 
(73,216) 

$180,412 

75,000 

(146,372 

(73.216 

($144,588 

Net  Impact 

$24,797 

$143,487 

$168,284 

($292,399) 

$455,679 

$163,280 

1)  Recover  Costs  for  State  Accounting  Services  -  A  portion  of  the  costs  of  the  Department  of  Administration  Accounting 
Program  would  be  included  in  a  plan  to  recover  the  costs  of  certain  statewide  functions  (including  state  accounting 
services)  as  "overhead"  or  indirect  costs  of  operating  various  state  agency  programs.  This  plan  is  referred  to  as  the 
State  Funds  Cost  Allocation  Plan  (SFCAP)  and  is  described  in  more  detail  in  the  Summary  section  under  the  title 
"Statewide  Cost  Allocation  Plans".  The  executive  proposal  would  result  in  a  general  fund  reduction  for  the  Accounting 
Program  of  $168,375  in  fiscal  1994  and  $296,841  in  fiscal  1995.  The  reduction  would  be  offset  by  corresponding 
increases  in  state  special  revenue  fund  spending  authority.  This  would  be  a  permanent  general  fund  reduction  and 
is  a  funding  switch  for  a  portion  of  the  Department  of  Administration  budget.  An  additional  component  of  the  SFCAP 
proposal  is  the  addition  of  0.5  FTE  in  the  Accounting  Program  for  implementation  of  SFCAP  and  oversight  of 
Statewide  Cost  Allocation  Plan  recoveries.  This  additional  0.5  FTE  is  represented  in  fiscal  1994  as  0.25  FTE  at  a  cost 
of  $10,918  including  operating  costs,  and  in  fiscal  1995  as  0.5  FTE  at  a  cost  of  $18,692.  This  position  would  be  funded 
from  the  new  state  special  revenue  account. 

The  source  of  funds  in  the  new  state  special  account  is  moneys  transferred  from  various  non-general  fund  agencies. 
Therefore,  this  proposal  does  result  in  a  new  cost  to  various  non-general  fund  agencies  that  will  be  asked  to  share  in 
the  costs  of  these  statewide  services.  (For  a  list  by  agencies  of  the  proposed  SFCAP  assessments,  see  page  A-19  of 
the  Executive  Budget.) 

2)  Recover  Costs  for  State  Personnel  Services  -  A  portion  of  the  costs  of  the  Department  of  Administration  State 
Personnel  Division  would  be  included  in  a  plan  to  recover  the  costs  of  certain  statewide  functions  (such  as  position 
classifications  and  promulgation  of  state  personnel  policies  and  rules)  as  "overhead"  or  indirect  costs  of  operating 
various  state  agency  programs.    This  plan  is  referred  to  as  the  State  Funds  Cost  Allocation  Plan  (SFCAP)  and  is 
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described  in  more  detail  in  the  Summary  section  under  the  title  "Statewide  Cost  Allocation  Plans".  The  executive 
proposal  would  result  in  a  general  fund  reduction  for  the  State  Personnel  Division  of  $181,828  in  fiscal  1994  and 
$320,558  in  fiscal  1995.  The  reduction  would  be  offset  by  corresponding  increases  in  state  special  revenue  fund 
spending  authority.  This  would  be  a  permanent  general  fund  reduction  and  is  a  funding  switch  for  a  portion  of  the 
Department  of  Administration  budget. 

The  source  of  funds  in  the  new  state  special  revenue  account  is  moneys  transferred  from  various  non-general  fund 
agencies.  Therefore,  while  this  proposal  does  not  increase  or  decrease  total  costs  of  the  State  Personnel  Division,  it 
does  result  in  a  new  cost  to  various  non-general  fund  agencies  that  will  be  asked  to  share  in  the  costs  of  these 
statewide  services.  (For  a  list  by  agencies  of  the  proposed  SFCAP  assessments,  see  page  A-19  of  the  Executive 
Budget.) 

3)  Federal  Cost  Recoveries  to  State  Special  Revenue  Account  -  Part  of  the  proposal  discussed  above,  dealing  with  cost 
allocation  plans,  provides  that  the  collections  from  the  Statewide  Cost  Allocation  Plan  (SWCAP)  be  deposited  in  the 
new  state  special  revenue  account  instead  of  the  general  fund.  The  Executive  Budget  estimates  this  shift  from  general 
fund  revenue  to  state  special  revenue  to  be  approximately  $400,000  each  year.  There  is  more  on  this  proposal  in  the 
Summary  section  under  the  title  "Statewide  Cost  Allocation  Plans". 

4)  Fees  for  State  Purchasing  Contracts  -  The  executive  budget  proposes  to  implement  a  "contract  management  fee" 
as  a  means  of  funding  the  Department  of  Administration  Purchasing  Bureau  (Procurement  and  Printing  Division). 
The  fee  would  be  collected  by  vendors  who  are  awarded  purchasing  contracts  by  the  state.  Those  vendors  would  be 
required  to  collect  the  fee  from  state  agencies  and  other  political  subdivisions  that  make  purchases  under  the  contract 
terms.  The  vendor  would  submit  or  "rebate"  those  fees  to  the  Purchasing  Bureau  which  would  deposit  those  moneys 
in  the  general  fund  in  the  1995  biennium.  Because  contracts  are  generally  on  a  3-year  cycle,  this  proposal  would  be 
phased-in.  The  executive  proposal  estimates  that  approximately  $100,000  would  be  deposited  to  the  general  fund  in 
the  1995  biennium  ($25,000  in  fiscal  1994  and  $75,000  in  fiscal  1995).  In  future  bienniums,  the  moneys  would  be 
deposited  in  a  state  special  revenue  account  which  would  be  appropriated  to  the  Purchasing  Bureau  instead  of  general 
fund. 

The  various  state  agencies  and  other  political  subdivisions,  which  would  pay  this  fee,  would  experience  increases  in 
the  cost  of  purchasing  items  which  are  included  in  purchasing  contracts.  The  funding  of  these  various  agencies  would 
vary,  but  some  would  be  currently  funded  from  the  general  fund. 

5)  Reduce  Information  Services  Division  (ISP)  Computer  Processing  Rates  -  ISP  will  reduce  computer  processing  rates 
by  3.5%  in  each  year,  retroactive  to  July  1,  1993.  This  results  in  an  ISP  proprietary  revenue  reduction  of  $141,668 
in  fiscal  1994  and  $146,372  in  fiscal  1995.  Reduced  rates  charged  to  various  state  agencies  is  expected  to  result  in 
savings  which  would  include  a  general  fund  savings  of  $77,129  for  fiscal  1994  and  $83,752  for  fiscal  1995  among 
various  state  agencies  using  ISP  services.  This  "fixed  cost"  budget  reduction  is  described  in  the  Summary  section 
under  the  title  "Statewide  Cost  Allocation  Plans".  A  list  of  budget  reductions  by  agency  and  program  are  provided 
in  the  Executive  Budget,  on  page  A-21. 

The  Executive  Budget  suggests  that  further  computer  processing  rate  reductions  might  be  possible.  The  current  state 
computer  system  is  configured  to  provide  agencies  with  on-line  processing  during  normal  working  hours.  Puring  the 
nighttime  and  weekend  hours,  the  capacity  of  the  system  exceeds  the  demand  for  processing  time.  Efficient  use  of 
the  mainframe  could  be  maximized  if  the  excess  processing  time  could  be  sold  to  other  governmental  jurisdictions  or 
to  out-of-state  entities.  The  increased  revenues  would  help  lower  rates  for  all  users.  The  Information  Services 
Pivision  has  begun  making  inquiries  with  local  jurisdictions  regarding  the  possibilities  of  providing  processing 
services,  and  is  considering  other  options. 

6)  Reduce  General  Services  Pivision  Capital  Complex  Rental  Rate  -  The  General  Services  Pivision  (GSP)  has  reduced 
rental  rates  for  capital  complex  office  space  by  1.4%  in  fiscal  1994  and  2.5%  in  fiscal  1995.    GSP  proprietary  fund 
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revenues  will  decrease  by  an  estimated  $40,698  in  fiscal  1994  and  $73,216  in  fiscal  1995.  This  translates  to  savings 
for  various  state  agencies  of  which  the  general  fund  share  is  $22,973  in  fiscal  1994  and  $40,500  in  fiscal  1995.  This 
"fixed  cost"  budget  reduction  is  described  in  the  Summary  section  under  the  title  "Statewide  Cost  Allocation  Plans". 
A  list  of  budget  reductions  by  agency  and  program  are  provided  in  the  Executive  Budget,  on  page  A-23. 

7)  Consolidate  State  Mail  and  Printing  Services  -  The  Executive  Budget  proposes  the  following  language  in  House  Bill 
2  for  agencies  with  in-house  duplicating  or  mail  facilities:  "The  [agency  name]  shall,  in  consultation  with  the 
department  of  administration,  review  the  effectiveness,  along  with  other  relevant  considerations,  of  operating  its  in- 
house  [duplicating  or  mail]  facilities  compared  to  department  of  administration  services.  The  [agency  name]  shall 
report  its  conclusions,  along  with  department  of  administration  comments,  to  the  office  of  budget  and  program 
planning  and  the  office  of  the  legislative  fiscal  analyst  by  June  1,  1994  and  to  the  respective  appropriations 
subcommittee  of  the  1995  legislature." 

The  Department  of  Administration  believes  that  it  can,  in  most  instances,  provide  a  level  of  service  which  meets  or 
exceeds  agency  needs. 

8)  Fixed  Costs  -  As  described  in  items  1),  2),  5)  and  6)  above,  the  Executive  Budget  includes  proposals  for:  1) 
allocating  costs  of  services  provided  by  OBPP  and  the  Accounting  and  Personnel  Divisions  of  the  Department  of 
Administration;  and  2)  decreasing  the  rates  charged  for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted, 
the  allocation  adjustments  may  affect  the  budget  for  this  agency. 
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6104  00  00000 

PUBLIC  EMPLOYEES  RETIREMENT  BOARD 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB  2 

95  Biennium 

Total 
95  Biennium 

FTE 

22.00 

0.00 

22.00 

21.00 

0.00 

21.00 

Personal  Services 
Operating  Expenses 
Equipment 

625,861 

546,329 

11.080 

5,116 

0 
0 

630,977 

546,329 

11,080 

595,120 

509,838 

5,431 

14,653 
0 
0 

609,773 

509,838 

5,431 

1,220,981 

1,056,167 

16,511 

1,240,750 

1,056,167 

16,511 

Total  Costs 

$1,183,270 

$5,116 

$1,188,386 

$1,110,389 

$14,653 

$1,125,042 

$2,293,659 

$2,313,428 

Fund  Sources 

Non-expendable  Trust 

1,183,270 

5,116 

1.188.386 

1.110,389 

14.653 

1,125,04_2 

2.293.659 

2^313,428 

Total  Funds 

$1,183,270 

$5,116 

$1,188,386 

$1,110,389 

$14,653 

$1,125,042 

$2,293,659 

$2,313,428 

Agency  Description 

The  Public  Employees'  Retirement  Division  (PERD)  of  the  Department  of  Administration  administers  most  of  the  state 
employee  retirement  systems  including:  Public  Employees',  Game  Wardens',  Highway  Patrol,  Judges',  Sheriffs', 
Municipal  Police  Officers',  Firefighters'  Unified  Retirement  Systems  and  the  Volunteer  Firefighters'  retirement 
systems  (Title  19,  Chapters  3,  5,  6,  7,  8,  9,  12  and  13,  MCA).  It  also  administers  the  Federal-State  Social  Security 
Agreement  as  defined  in  Title  II,  Section  218  of  the  Social  Security  Act  and  Title  19,  Chapter  1,  MCA.  The 
administration  and  operation  of  the  retirement  systems  are  governed  by  rules  adopted  by  the  Public  Employees' 
Retirement  Board  (section  2-15-1009,  MCA).  Board  members,  appointed  by  the  Governor  for  5  year  terms,  consist 
of  3  public  employees  active  in  the  retirement  system,  1  retired  employee,  and  2  members  at  large. 
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Public  Employees  Retirement  Board 

Executive  Budget  Proposal 

Description                                                          Pg 

General 
Fund 

■  Fiscal  1994 
Other 
Funds 

Total 
Funds 

Genera 
Fund 

Fiscal  1995  -— 

1                Other 
Funds 

$0         $1,110,389 
$0         $1,110,389 

NA                 0.00% 

Total 
Funds 

$1,110,389 
$1,110,389 

0.00% 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$0 
$0 

NA 

$1,183,270 
$1,183,270 

0.00% 

$1,183,270 
$1,183,270 

0.00% 

House  Bill  2 

House  Bill  2  Sub-Total 

$0 

$0 

$0 

$0                        $0 

$0 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

$0 

$0 

$0 

$0                        $0 

$0 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0                        $0 

$0 

Net  Impact 

$0 

$0 

$0 

$0                        $0 

$0 

The  executive  did  not  recommend  any  budget  changes  for  this  agency,  except  that  the  proposals  for  allocating  costs 
and  reducing  computer  processing  rates  and  rental  rates  may  affect  the  budget  for  this  agency. 
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6105  00  00OO0 

TEACHER'S  RETIREMENT  BOARD 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB  2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB  2 

95  Biennium 

Total 

95  Biennium 

FTE 

11.50 

0.00 

11.50 

11.50 

0.00 

11.50 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

319,077 

269,646 

20,042 

61.474 

2,923 
0 
0 
0 

322,000 

269,646 

20,042 

6i474 

314,329 

240,831 

11,077 

61,474 

8,168 
0 
0 
0 

322,497 

240,831 

11,077 

61,474 

633,406 

510,477 

31,119 

122.948 

644,497 

510,477 

31,119 

122.948 , 

Total  Costs 

$670,239 

$2,923 

$673,162 

$627,711 

$8,168 

$635,879 

$1,297,950 

$1,309,041 

Fund  Sources 

Non-expendable  Trust 

670.239 

2,923 

673,162 

627.711 

8,168 

635,879 

1.297.950 

L3Q9,041 

Total  Funds 

$670,239 

$2,923 

$673,162 

$627,711 

$8,168 

$635,879 

$1,297,950 

_$_1,309,041 

Agency  Description 

The  Teachers'  Retirement  System  (TRS)  administers  retirement,  disability,  and  survivor  benefits  for  all  Montana 
teachers  and  their  beneficiaries  (Title  19,  Chapter  4,  MCA).  The  Teachers'  Retirement  Board,  comprised  of  the 
Superintendent  of  Public  Instruction  and  five  members  appointed  by  the  Governor,  is  responsible  for  the 
administration  of  the  system  (section  2-15-1010,  MCA).  To  assist  in  fulfilling  its  duties,  the  board  employs  a  full-time 
staff. 


Teachers  Retirement  Board 

Executive  Budget  Proposal 

Description                                                          Pg 

•  Fiscal  1994 

Other 
Funds 

Total 

Funds 

■  Fiscal  1995 

Other 
Funds 

Total 

Funds 

General 
Fund 

General 
Fund 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$0 
$0 

NA 

$670,239 

$670,239 

0.00% 

$670,239 
$670,239 

0.00% 

$0 

$0 

NA 

$627,711 

$627,711 

0.00% 

$627,711 

$627,711 

0.00% 

House  Bill  2 

House  Bill  2  Sub-Total 

$0 

$0 

$0 

$0 

$0 

$0 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Net  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

The  executive  did  not  recommend  any  budget  changes  for  this  agency,  except  that  the  proposals  for  allocating  costs 
and  reducing  computer  processing  rates  and  rental  rates  may  affect  the  budget  for  this  agency. 
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6701  00  00OO0 

DEPARTMENT  OF  MILITARY  AFFAIRS 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 

Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Bienmum 

Total 
95  Bienmum 

FTE 

99.40 

0.00 

99.40 

98.65 

0.00 

98.65 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  and  Claims 

Transfers 

2,959,592 

3,055,401 

14,021 

700,000 

2,280 

(8.143) 

23,779 
0 
0 
0 
0 
0 

2,983,371 

3,055,401 

14,021 

700,000 

2,280 

(8,143) 

2,945,833 

2,994,349 

12,449 

700,000 

2,280 

(8,136) 

68,365 
0 
0 
0 
0 
0 

3,014,198 

2,994,349 

12,449 

700,000 

2,280 

(8,136) 

5,905,425 

6,049,750 

26,470 

1,400,000 

4,560 

(16,279) 

5,997,569 

6,049,750 

26,470 

1,400,000 

4,560 

(16,279) 

Total  Costs 

$6,723,151 

$23,779 

$6,746,930 

$6,646,775 

$68,365 

$6,715,140 

$13,369,926 

$13,462,070 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

1,992,522 

46,971 

4.683.658 

8,516 

244 

15.019 

2,001,038 

47,215 

4.698.677 

1,991,110 

43,496 

4.612.169 

24,735 

646 

42.984 

2,015,845 

44,142 

4.655.153 

3,983,632 

90,467 

9,295,827 

4,016,883 

91,357 

9,353,830 

Total  Funds 

$6,723,151 

$23,779 

$6,746,930 

$6,646,775 

$68,365 

$6,715,140 

$13,369,926 

$13,462,070 

Agency  Description 

The  Department  of  Military  Affairs  oversees  all  activities  of  the  Army  and  Air  National  Guard,  Disaster  and 
Emergency  Services  Division,  and  Veterans'  Affairs  Division.  The  department  is  administered  by  the  Adjutant 
General  and  his  staff,  as  provided  for  in  section  2-15-1202,  MCA.  The  department  manages  a  joint  federal-state 
program  that  keeps  in  readiness  trained  and  equipped  military  organizations  for  the  Governor  in  the  event  of  a  state 
emergency  and  the  President  in  the  event  of  a  national  emergency.  Federal  agencies  control  the  military  strength 
and  mobilization  missions  of  the  Montana  Guard.  The  department  also  plans  for  and  coordinates  state  responses  in 
disaster  and  emergency  situations  (Title  10,  Chapter  3,  MCA).  The  department  manages  and  cooperates  with  state 
and  federal  agencies  in  providing  statewide  services  for  discharged  veterans  and  their  families  (Title  10  Chapter  2, 
MCA). 
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Department  of  Military  Affairs 

Executive  Budget  Proposal 

Description 

Pg 

General 
Fund 

Fiscal  1994 
Other 
Funds 

Total 
Funds 

General 
Fund 

fiscal  1995 

Other 
Funds 

Total 
Funds 

House  Bill  2  Authority  Before  Propos 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

al 

$1,992,522 
$1,953,545 

-1.96% 

$4,730,629 
$4,694,104 

-0.77% 

$6,723,151 
$6,647,649 

-1.12% 

$1,991,110 
$1,927,673 

-3.19% 

$4,655,665 
$4,617,916 

-0.81% 

$6,646,775 
$6,545,589 

-1.52% 

House  Bill  2 

1  Operations  Support  Reduction 

2  Air  Guard  Reductions 

House  Bill  2  Sub-Total 

01 
13 

(22,802) 
(16,175) 

($38,977) 

12,000 

(48,525) 

($36,525) 

(10,802) 
(64,700) 

($75,502) 

(46,854) 
(16,583) 

($63,437) 

12,000 
(49,749) 

($37,749) 

(34,854 
(66,332 

($101,186 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

($38,977) 

($36,525) 

($75,502) 

($63,437) 

($37,749) 

($101,186 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Net  Impact 

($38,977) 

($36,525) 

($75,502) 

($63,437) 

($37,749) 

($101,186 

1)  Operations  Support  Reduction  -  A  1.0  FTE  administrative  position  in  Bozeman  which  works  totally  for  the  federal 
Guard  Bureau  but  is  funded  by  state  general  fund  would  be  eliminated  and  half  of  the  salary  and  benefit  costs  for 
an  accounting  technician  in  Helena  would  be  shifted  to  federal  funds.  Also,  general  liability  insurance  and  other 
minor  expenditures  at  a  general  fund  cost  of  $5,000  in  fiscal  1994  and  $8,966  in  fiscal  1995  would  eliminated  and  paid 
directly  by  the  federal  government.  With  no  decrease  in  service,  the  1995  biennium  general  fund  savings  would  be 
$69,656. 

The  elimination  of  the  Bozeman  position  would  result  in  a  general  fund  reduction  of  $5,802  (0.46  FTE)  in  fiscal  1994 
and  $25,888  (1.0  FTE)  in  fiscal  1995.  This  action,  and  the  elimination  of  insurance  and  other  minor  costs,  would 
result  in  a  permanent  reduction. 

The  shift  of  funding  for  the  accounting  technician  position  would  result  in  general  fund  savings  of  $12,000  in  fiscal 
1994  and  $12,000  in  fiscal  1995.  This  funding  switch  from  general  fund  to  federal  funds  would  also  be  a  permanent 
general  fund  reduction. 

2)  Air  Guard  Reductions  -  The  department  would  reduce  repair  and  maintenance  projects,  and  would  consolidate  space 
to  reduce  utilities.  The  reduction  would  result  in  a  general  fund  reduction  of  $16,175  in  fiscal  1994  and  $16,583  in 
fiscal  1995.   There  is  also  a  loss  of  federal  funds  of  $98,274  for  the  biennium. 

These  reductions  are  straight  forward  cuts.  However,  the  reductions  to  repair  and  maintenance  could  have  possible 
long-term  implications  as  failure  to  perform  needed  or  scheduled  maintenance  might  result  in  larger 
repair/maintenance  costs  or  replacement  costs  later. 

3)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by  OBPP  and 
the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing  the  rates  charged 
for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation  adjustments  may  affect  the  budget 
for  this  agency. 
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53U1  (in  00000 

DEPT  HEALTH  &  ENVIRONMENTAL  SCIENCES 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 

95  Biennium 

FTE 

451.04 

0.00 

451.04 

456.09 

0.00 

456.09 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Grants 

Benefits  and  Claims 

Transfers 

15,293,375 

20,892,062 

1,103,186 

1,600 

14,758,445 

8,232,545 

(16,062) 

106,762 
0 
0 
0 
0 
0 
0 

15,400,137 

20,892,062 

1,103,186 

1,600 

14,758,445 

8,232,545 

(16,062) 

15,489,067 

20,909,960 

402,950 

0 

16,672,071 

8,973,474 

(15,998) 

324,401 
0 
0 
0 
0 
0 
0 

15,813,468 

20,909,960 

402,950 

0 

16,672,071 

8,973,474 

(15,998) 

30,782,442 

41,802,022 

1,506,136 

1,600 

31,430,516 

17,206,019 

(32,060) 

31,213,605 

41,802,022 

1,506,136 

1,600 

31,430,516 

17,206,019 

(32,060) 

Total  Costs 

$60,265,151 

$106,762 

$60,371,913 

$62,431,524 

$324,401 

$62,755,925  $122,696,675  $123,127,838 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 
Proprietary  Fund 

3,006,290 
14,319,839 
40,530,372 

2,408,650 

9,413 
36,773 
51,321 

9,255 

3,015,703 
14,356,612 
40,581,693 

2.417,905 

2,993,621 
14,023,772 
43,103,917 

2,310,214 

28,644 
114,144 
153,444 

28,169 

3,022,265 
14,137,916 
43,257,361 

2,338,383 

5,999,911 
28,343,611 
83,634,289 

4.718.864 

6,037,968 
28,494,528 
83,839,054 

4,756,288 

Total  Funds 

$60,265,151 

$106,762 

$60,371,913 

$62,431,524 

$324,401 

$62,755,925  $122,696,675  $123,127,838 

Agency  Description 

The  Department  of  Health  and  Environmental  Sciences  (DHES)  was  created  to  protect  and  promote  the 
health  of  the  people  of  Montana  through  the  implementation  of  public  health  programs  and  the  enforcement 
of  public  health  laws  and  regulations.  The  department  is  also  responsible  for  ensuring  that  a  safe  and 
healthful  environment  exists  in  Montana  through  implementation  of  environmental  protection  programs  and 
enforcement  of  environmental  laws  and  regulations.  Department  staff  are  responsible  for:  1)  assessment 
of  health  care  and  environmental  needs  and  issues  in  cooperation  with  local  and  private  sources;  2) 
development  and  implementation  of  programs  designed  to  meet  health  and  environmental  needs;  and  3) 
continual  evaluation  of  current  public  health  and  environmental  programs.  The  department  administers 
the  Maternal  and  Child  Health  Block  Grant,  the  Preventive  Health  Block  Grant,  and  categorical  grants 
from  the  federal  government.  Examples  of  categorical  grants  include  federal  funding  for  hazardous  waste, 
air,  and  water  quality  programs.  The  department  is  provided  for  in  section  2-15-2101,  MCA,  and  its 
general   powers   and   duties   are   specified   in   section   50-1-202,   MCA. 
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Dept.  of  Health  &  Environmental  Sciences 

Exec 

utive  Budget  Proposal 

Description                                                         Pg 

General 
Fund 

$3,006,290 
$3,006,290 

0.00% 

$0 

Other 
Funds 

$57,258,861 
$57,258,861 

0.00% 

Total 
Funds 

$60,265,151 
$60,265,151 

0.00% 

General                Other 
Fund                   Funds 

$2,993,621       $59,437,903 
$2,993,621       $59,437,903 

0.00%                  0.00% 

Total 
Funds 

$62,431,524 
$62,431,524 

0.00% 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

House  Bill  2 

House  Bill  2  Sub-Total 

$0 

$0 

$0                        $0 

$0 

Other  Appropriation  Bills 

1  HB  145  -  Health  Care  Authority              10 
Total  Expenditure  Impact 

(100,000) 
($100,000) 

$0 

(100,000) 
($100,000) 

(50,000) 
($50,000)                      $0 

(50,000 
($50,000! 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0                         $0 

$0 

Net  Impact 

($100,000) 

$0 

($100,000) 

($50,000)                        $0 

($50,000 

1)  HB145  -  Health  Care  Authority  -  The  Executive  Budget  recommends  reducing  the  appropriation  for 
the  Health  Care  Authority  (authority)  by  $100,000  in  fiscal  1994  and  $50,000  in  fiscal  1995.  Although 
the  legislature  appropriated  funds  for  the  authority  in  House  Bill  (HB)  145,  the  authority  was  created  by 
the  1993  Legislature  in  Senate  Bill  (SB)  285.  The  1993  Legislature  appropriated  $750,000  general  fund 
in  each  year  of  the  1995  biennium  to  DHES  for  the  authority  and  $178,385  general  fund  in  fiscal  1994 
and  $163,817  general  fund  in  fiscal  1995  to  the  State  Auditor's  Office  to  implement  insurance  related 
portions   of  SB   285. 

SB  285  charges  the  authority  with  developing  two  recommendations  for  a  statewide  universal  health  care 
access  plan,  one  based  on  a  single  payor  system  and  one  based  on  a  multiple  payor  system.  The 
authority  must  also  establish  regional  health  care  planning  boards,  establish  a  unified  health  care  data 
base,  determine  the  feasibility  of  establishing  a  state  purchasing  pool  for  insurance  and  prescription  drugs 
and  evaluate  the  certificate  of  need  process.  SB  285  lists  specific  dates  by  which  these  tasks  are  to  be 
completed. 

The  authority  has  hired  an  executive  director  and  entered  into  three  contracts,  one  for  administrative  start- 
up costs,  one  for  development  of  regional  health  planning  board  procedures  and  one  for  development  of 
standards  and  guidelines  for  the  submission  of  health  insurer  cost  management  plans.  As  of  November 
1,  1993,  $40,767  of  expenditures  and  encumbrances  had  been  recorded  on  the  Statewide  Budgeting  and 
Accounting  System   (SBAS)  for  the   authority. 

To  accommodate  the  general  fund  reduction,  the  authority  plans  to  reduce  travel  costs  by  holding  fewer 
regional  board  meetings.  Additionally,  the  authority  will  eliminate  a  data  base  manager  position  and  will 
reduce  various  contracted  services.  Overall,  the  authority  will  apply  approximately  57  percent  of  the  budget 
reduction  to  operations  and  43  percent  of  the  reduction  to  contracted  services.  The  authority  anticipates 
it  will   still  be   able  to   accomplish  the   directives  of  SB   285,   although  its   flexibility  will   be  reduced. 
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2)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by 
OBPP  and  the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing 
the  rates  charged  for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation 
adjustments   may   affect  the  budget  for  this   agency. 

Other  Options/Issues 

1)  End  Stage  Renal  Disease  Program  Elimination  -  The  preliminary  executive  proposal  recommended  the 
elimination  of  the  End  Stage  Renal  Disease  program  (ESRD).  The  ESRD  program  provides  for  the  care 
and  treatment  of  persons  suffering  from  chronic  end  stage  renal  disease.  To  obtain  financial  assistance 
from  the  ESRD  program,  a  claimant  completes  an  application  and  submits  it  to  the  department.  If 
determined  eligible,  the  claimant  receives  an  ESRD  identification  card  and  identification  number.  An 
approved  application  entitles  the  claimant  to  ESRD  benefits,  to  the  extent  the  ESRD  appropriation  allows. 
Section  50-44-102,  MCA,  prohibits  consideration  of  applicants'  income  levels  when  determining  the  amount 
of  financial   assistance  to  extend  to   an  individual   under  the   ESRD   program. 

The  ESRD  program  was  eliminated  in  the  January  1992  special  legislative  session.  The  1993  Legislature 
appropriated  $125,000  of  general  fund  in  each  year  of  the  biennium  for  ESRD.  The  DHES  general  fund 
vacancy  savings/budget  balancing  reduction  is  $288,011  in  fiscal  1994  and  $288,229  in  fiscal  1995.  The 
department  allocated  $25,000  per  year,  approximately  8  percent,  of  the  general  fund  vacancy  savings/budget 
balancing  reduction  to  the  ESRD  program,  lowering  funds  available  for  the  program  to  $100,000  per  year. 
Tables  1  and  2  show  the  general  fund  vacancy  savings/budget  balancing  reduction  allocation  among 
department  programs. 

As  of  November  1,  1993,  $8,437  of  expenditures  had  been  recorded  on  SBAS  for  the  ESRD  program.  If 
the  legislature  chooses  to  eliminate  this  program,  it  should  also  consider  amending  the  statute  establishing 
the   program. 

2)  Rural  Physicians  Residency  Program  -  The  1993  Legislature  appropriated  $200,000  of  general  fund  each 
year  of  the  biennium  to  fund  the  state  share  of  the  Rural  Physicians  Residency  program.  The  program 
provides  physician  residencies  in  rural  Montana  with  the  goal  of  retaining  the  physicians  in  the  rural  area 
once  the  residency  is  completed.  The  general  fund  appropriation  provides  approximately  9  percent  of  the 
total  project  cost  of  $2.2  million.  The  remainder  of  funding  comes  from  federal  funds,  patient  revenue, 
sponsor  support  and  grants.  The  preliminary  executive  proposal  recommended  the  elimination  of  this 
program. 

The  DHES  general  fund  vacancy  savings/budget  balancing  reduction  is  $288,011  in  fiscal  1994  and  $288,229 
in  fiscal  1995.  The  department  allocated  $100,000  per  year,  approximately  35  percent,  of  the  general  fund 
vacancy  savings/budget  balancing  reduction  to  this  program,  leaving  $100,000  per  year  for  the  state  share 
of  funding.  Tables  1  and  2  show  the  general  fund  vacancy  savings/budget  balancing  reduction  allocation 
among  department  programs. 

The  department  has  entered  into  a  $110,000  contract  with  Montana  State  University  on  behalf  of  the 
Montana  Area  Health  Education  Center  to  establish  a  rural  family  practice  residency  program  in  Montana 
in  accordance  with  the  intent  of  the  1993  Legislature.  If  the  full  amount  of  the  contract  is  expended, 
DHES  will  have  to  transfer   $10,000  from   other  general  fund  programs   in  the   department. 

3)  MIAMI  Expansion  Reduction  -  MIAMI  is  the  Montana  Initiative  for  the  Abatement  of  Mortality  in 
Infants.  The  1993  Legislature  appropriated  $170,454  in  each  year  of  the  biennium  for  current  level 
operations  for  the   MIAMI   program.      The  legislature   appropriated   an   additional   $264,590   in  each  year  of 
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the  biennium  to  expand  MIAMI  to  provide  pre-natal  and  post-natal  care,  home  visits  and  care  coordination 
to  high-risk  women  and  babies  in  counties  that  are  not  currently  receiving  MIAMI  services  and  increase 
services  in  counties  with  established  MIAMI  programs.  The  approval  of  this  modification  resulted  in 
general  fund  reductions  of  $361,794  in  fiscal  1994  and  $377,268  in  fiscal  1995  in  Department  of  Social 
and  Rehabilitation  Services  appropriation  for  medicaid  hospital  costs.  The  preliminary  executive  proposal 
recommended   the   elimination   of  this   expansion. 

The  DHES  general  fund  vacancy  savings/budget  balancing  reduction  is  $288,011  in  fiscal  1994  and  $288,229 
in  fiscal  1995.  The  department  allocated  $106,000  per  year,  approximately  37  percent,  of  the  general  fund 
vacancy  savings/budget  balancing  reduction  to  this  program,  leaving  $158,590  to  fund  the  expansion. 
Tables  1  and  2  show  the  general  fund  vacancy  savings/budget  balancing  reduction  allocation  among 
department  programs.  As  of  November  1,  1993,  $141,690  of  expenditures  and  encumbrances  had  been 
recorded   on   SBAS   for  the   MIAMI   expansion. 

4)      General   Fund   Vacancy   Savings/Budget   Balancing   Reduction   -   DHES   has   general   fund   appropriations 
of   $3,294,301    in    fiscal    1994    and    $3,281,850    in    fiscal    1995.       The    general    fund    vacancy    savings/budget 
balancing  reduction  imposed  in   House  Bill   2  for  the  department  is  $288,011  in  fiscal   1994   and   $288,229 
in  fiscal   1995.     Tables  1  and  2  show  the  general  fund  vacancy  savings/budget  balancing  reduction  allocation 
among  department   programs. 


Table  1 

DHES  Vacancy  Savings  &  B 

udget  Balancing  Reduction  Allocation 

Fiscal  1994  - 

Fiscal  1995  - 

Funding  &  Program 

Appropriation 

Reduction 

% 

Appropriation 

Reduction 

% 

GENERAL  FUND 

Director's  Office 

$156,558 

$3,300 

2.1% 

$157,378 

$3,345 

2.1% 

Central  Services 

278,696 

5,874 

2.1% 

264,685 

5,626 

2.1% 

Environmental  Sciences 

369,843 

7,796 

2.1% 

370,766 

7,881 

2.1% 

Solid/Hazardous  Waste 

146,447 

3,087 

2.1% 

147,111 

3,127 

2.1% 

Health  Services* 

1,483,534 

254,807 

17.2% 

1,482,059 

254,976 

17.2% 

Family/MCH 

243,153 

711 

0.3% 

243,153 

718 

0.3% 

Preventive  Health 

92,878 

1,408 

1.5% 

92,878 

1,421 

1.5% 

Health  Facilities 

523,192 

11,028 

2.1% 

523JJ20 

11,135 

2.1% 

Total  General  Fund 

$3,294,301 

$288,011 

8.7% 

$3,281,850 

$288,229 

8.8% 

*See  Table  2 
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The   general   fund  reduction   in   the   Health   Services   Division   is   further   allocated   as   shown   in   Table   2. 


Health  Services  Vacancy  Savings 

Table  2 

&  Budget  Balancing  Reduction  Allocation 

Health  Services  Division 

Fiscal  1994  — 

Appropriation  Reduction 

% 

F 

Appropriation 

iscal  1995  — 
Reduction 

$106,000 

100,000 

25,000 

23,976 

$254,976 

% 

GENERAL  FUND 

MIAMI** 

Rural  Physicians  Residency 
End  Stage  Renal  Disease 
General 
Total 

**Budget  modification  only 

$264,590 

200,000 

125,000 

893.944 

$1,483,534 

$106,000 

100,000 

25,000 

23.807 

$254,807 

40.1% 
50.0% 
20.0% 

2.7% 
17.2% 

$264,590 
200,000 
125,000 
892,469 

$1,482,059 

40.1% 
50.0% 
20.0% 

2.7% 
17.2% 

If  the  same  percent  is  applied  to  each  general  fund  appropriation,  an  8.8  percent  reduction  is  necessary 
to  meet  the  vacancy  savings/budget  balancing  reduction.  This  percent  exceeds  the  5  percent  vacancy 
savings  reduction  and  the  0.5  percent  budget  balancing  reduction  due  to  a  decrease  in  general  fund  after 
the   percentage   reductions   were   determined. 
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Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 
95  Biennium 

FTE 

659.00 

0.00 

659.00 

659.00 

0.00 

659.00 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Grants 

Benefits  and  Claims 

Transfers 

20,006,443 

9,693,358 

634,100 

4,500 

14,949,624 

1,629,327 

(4.076) 

158,160 
0 
0 
0 
0 
0 
0 

20,164,603 

9,693,358 

634,100 

4,500 

14,949,624 

1,629,327 

(4J)76) 

19,917,489 

9,241,257 

423,780 

0 

12,139,915 

1,770,327 

[3,924) 

458,385 
0 
0 
0 
0 
0 
0 

20,375,874 

9,241,257 

423,780 

0 

12,139,915 

1,770,327 

(3.924) 

39,923,932 

18,934,615 

1,057,880 

4,500 

27,089,539 

3,399,654 

(8.000) 

40,540,477 

18,934,615 

1,057,880 

4,500 

27,089,539 

3,399,654 

(8J)00J 

Total  Costs 

$46,913,276 

$158,160 

$47,071,436 

$43,488,844 

$458,385 

$43,947,229 

$90,402,120 

$91,018,665 

Fund  Sources 

811,109 

13,236,016 

27,928,763 

4.937.388 

2,630 
98,959 
40,696 
15.875 

813,739 

13,334,975 

27,969,459 

4.953.263 

780,864 

10,811,450 

26,846,759 

5.049.771 

7,547 

287,421 

116,349 

47,068 

788,411 

11,098,871 

26,963,108 

5.096.839 

1,591,973 
24,047,466 
54,775,522 

9.987.159 

1,602,150 
24,433,846 
54,932,567 
10.050,102 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 
Proprietary  Fund 

Total  Funds 

$46,913,276 

$158,160 

$47,071,436 

$43,488,844 

$458,385 

$43,947,229 

$90,402,120 

$91,018,665 

Agency  Description 

The  Department  of  Labor  and  Industry  (DOLI),  provided  for  in  section  2-15-1701,  MCA,  serves  as  an 
employment  agency,  collects  and  disburses  state  unemployment  funds,  provides  training,  and  oversees  federal 
Job  Training  Partnership  Act  (JTPA)  grants.  The  department  also  enforces  state  wage  and  hour  laws, 
provides  for  apprenticeships,  hears  classification  and  unemployment  insurance  disputes,  enforces  state  and 
federal   anti-discrimination   laws,   and  performs   workers'  compensation   regulatory  duties. 
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Executive  Bud 

get  Propc 

General 
Fund 

$780,864 
$500,010 

-35.97% 

(280,854) 
($280,854) 

>sal 

Fisca 
Ot 
Fu 

$42,1 
$42,1 

1995  — 

Description                                                          Pg 

General 
Fund 

$811,109 
$738,007 

-9.01% 

Other 
Funds 

Total 
Funds 

ler 

ids 

07,980 
07,980 

0.00% 

Total 
Funds 

$43,488,844 
$43,207,990 

-0.65% 

(280,854 
($280,854 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$46,102,167 
$46,102,167 

0.00% 

$46,913,276 
$46,840,174 

-0.16% 

House  Bill  2 

1  Eliminate  the  Silicosis  Program              04 
Bouse  Bill  2  Sub-Total 

(73,102) 
($73t102) 

$0 

(73,102) 
($73,102) 

$0 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

($73,102) 

$0 

($73,102) 

($280,854) 

$0 

($280,854 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Net  Impact 

($73,102) 

$0 

($73,102) 

($280,854) 

$0 

($280,854 

1)  Eliminate  the  Silicosis  Program  -  The 
Executive  Budget  recommends  the  elimination  of 
the  Silicosis  program,  projecting  a  general  fund 
savings  of  $73,102  in  fiscal  1994  and  $280,854 
in  fiscal  1995.  This  reduction  will  result  in 
the  loss  of  benefit  payments  to  163  individuals 
currently  receiving  silicosis  benefits.  Table  1 
shows  amounts  appropriated  by  the  1993 
Legislature,  the  vacancy  savings/budget  balancing 
reduction   allocation   and   the   projected   savings. 

To  be  eligible  for  silicosis  benefits  an  individual 
must:  1)  have  silicosis  which  results  in  total 
disability  rendering  it  impossible  for  the 
individual  to  have  a  substantially  gainful 
occupation  and  earn  more  than  $150  per 
month;  2)  have  resided  in  and  been  an 
inhabitant  of  the  state  of  Montana  for  10  years 
or  more  immediately  preceding  the  date  of  the 
application;  and  3)  not  be  receiving  more  than 
$200  per  month  compensation  under  the 
Occupational  Disease  Act  of  Montana.  Receipt 
of  any  type  of  other  benefits  is  not  considered 
when      determining  if  a  person   is      eligible      to 


Table  1 
Silicosis  Program 


Appropriation  Allocation 


Fiscal  1994  Fiscal  1995 


General  Fund  Appropriation: 
Benefits 
Administration 

Total  GF  Appropriation  HB  2 

Less  Reduction  Allocations: 

Vacancy  Savings 

Budget  Balancing  Reduction 
Total  Reduction 
Add: 

Pay  Plan  Allocation 
Total  Silicosis  Appropriation 

Projected  Savings* 


$316,800     $288,000 

4.328  4,532 

321,128       292,532 


8,576  8,054 

3.945  3.793 

12,521  11,847 


59  169 

$308.666     $280.854 


$73.102     $280.854 


*Fiscal  1994  savings  projected  at  September  1993 
expenditure  level  with  an  elimination  date  of  March  31, 
1994.  Fiscal  1995  savings  projected  at  100%  of 
appropriation. 
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receive  silicosis  benefits.  If  the  claimant  dies,  the  surviving  spouse  is  entitled  to  receive  the  payments 
granted   the   deceased   spouse. 

Eligibility  for  silicosis  benefits  differs  from  eligibility  for  medicaid  benefits  in  that  all  income,  resources  and 
assets  are  considered  when  determining  medicaid  eligibility.  As  discussed  previously,  an  individual  must 
earn  less  than  $150  per  month  to  receive  silicosis  benefits  and  if  an  individual  also  receives  compensation 
under  the  Occupational  Disease  Act  of  Montana,  the  total  compensation  and  silicosis  benefits  may  not 
exceed  $200  per  month.  Fifteen  of  the  individuals  receiving  silicosis  benefits  receive  medicaid  and 
medicare.  Nine  individuals  receive  only  medicare.  To  estimate  an  increase  in  medicaid  costs  due  to  the 
elimination  of  silicosis  benefits,  the  sources  and  amounts  of  income  and  assets  the  silicotic  has  must  be 
known.  The  silicotic  is  not  required  to  provide  this  information  to  obtain  silicosis  benefits.  It  is  doubtful 
that  the  silicosis  elimination  would  result  in  medicaid  eligibility.  To  receive  medicaid,  the  individual  would 
need  to  receive  Aid  to  Families  with  Dependent  Children  (AFDC)  benefits,  Supplemental  Security  Income 
(SSI)  benefits  or  be  medically  needy.  Since  100  percent  of  this  population  is  over  50  years  old,  they  are 
probably  not  AFDC  recipients,  so  a  person  would  have  to  be  an  SSI  recipient  or  medically  needy. 
According  to  Social  and  Rehabilitation  Services  staff,  if  these  people  can  meet  the  SSI  or  medically  needy 
qualifications,  they  probably  already  do  so  and  the  loss  of  $100  to  $200  per  month  is  probably  not  going 
to  be  the  deciding  factor. 

Based  on  a  trend  analysis  performed  by  DOLI,  1987  through  September  1993,  the  number  of  participants 
in  the  silicosis  program  would  decline  by  10  to  11  individuals  each  year.  Projecting  this  trend  to  future 
biennia,  the  cost  of  this  program  would  decline  by  approximately  $26,000  to  $39,000  per  year,  resulting 
in  an  estimated  completion  of  the  program  by  the  year  2003.  In  September  1993,  163  individuals  received 
silicosis  benefits;  100  claimants  or  surviving  spouses  received  $200  per  month  and  63  surviving  spouses 
received  $100  per  month.  Eighty-three  percent  of  this  population  is  over  70  years  old,  40  percent  is  over 
80  years  old.  Due  to  the  declining  number  of  participants,  the  department  has  not  had  to  reduce  the 
amount  of  the  benefit  payments  in  order  to   accommodate  general   fund   reductions. 

2)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by 
OBPP  and  the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing 
the  rates  charged  for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation 
adjustments   may  affect  the  budget  for  this   agency. 
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Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total                 HB  2 
Fiscal  1995     95  Biennium 

Total 
95  Biennium 

FTE 

944.45 

0.00 

944.45 

988.45 

0.00 

988.45 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  and  Claims 

Transfers 

Debt  Service 

27,646,688 

22,089,615 

377,705 

19,000 

416,405,842 

3,294,537 

8,077 

232,676 
0 
0 
0 
0 
0 
0 

27,879,364 

22,089,615 

377,705 

19,000 

416,405,842 

3,294,537 

8,077 

29,001,282 

22,139,958 

361,892 

19,000 

449,843,637 

2,045,348 

8,077 

696,696 
0 
0 
0 
0 
0 
0 

29,697,978       56,647,970 

22,139,958       44,229,573 

361,892            739,597 

19,000               38,000 

449,843,637     866,249,479 

2,045,348         5,339,885 

8,077               16,154 

57,577,342 

44,229,573 

739,597 

38,000 

866,249,479 

5,339,885 

16,154 

Total  Costs 

$469,841,464 

$232,676  $470,074,140  $503,419,194 

$696,696  $504,115,890  $973,260,658  $974,190,030 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

116,235,896 

15,043,964 

338.561.604 

47,698 

43,764 

141.214 

116,283,594 

15,087,728 

338.702.818 

129,892,185 

15,339,376 

358.187.633 

151,109 
124,652 
420.935 

130,043,294     246,128,081 

15,464,028       30,383,340 

358.608.568     696.749.237 

246,326,888 

30,551,756 

697,311.386 

Total  Funds 

$469,841,464 

$232,676  $470,074,140  $503,419,194 

$696,696  $504,115,890  $973,260,658  $974,190,030 

Agency  Description 


The  Department  of  Social  and  Rehabilitation  Services  (SRS),  provided  for  in  section  2-15-22,  MCA,  and  Title 
53,  MCA,  is  responsible  for  a  broad  range  of  human  services  including  public  assistance  programs,  medical 
assistance  and  care,  and  training  for  persons  with  disabilities.  Department  staff  provide  services  to  assist 
blind  and  partially  blind  persons  become  gainfully  employed  and  promote  the  restoration  of  handicapped 
Montanans  to  their  fullest  physical,  mental,  vocational,  and  social  abilities.  The  department  mission 
statement  is  "Working  Together  To  Empower  Montanans",  and  its  policies  are  designed  to  encourage  people 
to  become   self-sufficient   and  to  assist  those  who   cannot  do   so. 
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Dept.  of  Social  and  Rehabilitation  Services 

Executive  Budget  Proposal 

Description 

PR 

General 

Fiscal  1994  — 
Other 

Total 

General 

Fiscal  1995 
Other 

Total 

Fund 

Funds 

Funds 

Fund 

Funds 

Funds 

House  Bill  2  Authority  Before  Proposal 

$116,235,896 

$353,605,568 

$469,841,464 

$129,892,185 

$373,527,009 

$503,419,194 

House  Bill  2  Authority  After  Proposal 

$113,278,596 

$346,303,468 

$459,582,064 

$121,664,685 

$353,451,809 

$475,116,494 

House  Bill  2  Percent  Change 

-2.54% 

-2.07% 

-2.18% 

-6.33% 

-5.37% 

-5.62% 

House  Bill  2 

1  Eliminate  Adult  Podiatry  Services 

07 

(700) 

(1,800) 

(2,500) 

(1,800) 

(4,300) 

(6,100 

2  Elimin.  Hearing  Aids  &  Audiology  Ser. 

07 

(3,000) 

(7,300) 

(10,300) 

(7,500) 

(18,000) 

(25,500 

3  Reduce  Adult  Therapy  Services 

07 

(18,400) 

(44,200) 

(62,600) 

(45,000) 

(108,200) 

(153,200 

4  Elim.  Adult  Eyeglasses  &  Optical  Ser. 

07 

(91,400) 

(220,000) 

(311,400) 

(224,000) 

(539,500) 

(763,500 

5  Elim.  Adult  Dentures  &  Dental  Ser. 

07 

(251,900) 

(606,600) 

(858,500) 

(617,200) 

(1,486,200) 

(2,103,400 

6  Increase  Pharmacy  Copayment 

07 

(9,000) 

(22,200) 

(31,200) 

(18,400) 

(43,900) 

(62,300 

7  Increase  Family  Copayment  Limit 

07 

(37,300) 

(89,200) 

(126,500) 

(74,700) 

(178,500) 

(253,200 

8  Incr.  Coinsurance  -  Inpatient  Hospital 

07 

(118,100) 

(289,400) 

(407,500) 

(240,400) 

(574,600) 

(815,000 

9  Reduce  Limit  on  Personal  Care  Ser. 

07 

(44,900) 

(109,900) 

(154,800) 

(106,200) 

(253,700) 

(359,900 

10  Limit  Number  of  Mental  Health  Ser. 

07 

(55,900) 

(136,900) 

(192,800) 

(146,500) 

(350,200) 

(496,700 

11  Limit  Number  of  Day  Treatment  Ser. 

07 

(82,700) 

(202,700) 

(285,400) 

(217,300) 

(517,400) 

(734,700 

12  Capitate  Adult  Mental  Health  Services  07 

50,000 

50,000 

100,000 

(69,400) 

(200,600) 

(270,000! 

13  Limit  Medically  Needy  Services 

07 

(2,294,000) 

(5,621,900) 

(7,915,900) 

(5,276,200) 

(12,973,300) 

(18,249,500 

14  Reduce  Outpatient  Hospital  Reimb. 

07 

0 

0 

(474,900) 

(1,134,800) 

(1,609,700! 

15  Delay  Nursing  Home  Property  Reimb. 

07 

0 

0 

(466,700) 

(1,115,300) 

(1,582,000: 

16  Implement  Special  Income  Limit  for 

07 

0 

0 

(241,300) 

(576,700) 

(818,000 

Nursing  Home  Eligibility 

House  Bill  2  Sub-Total 

($2,957,300) 

($7,302,100)    ($10,259,400) 

($8,227,500) 

($20,075,200) 

($28,302,700 

Other  Appropriation  Bills 

Total  Expenditure  Impact 

($2,957,300) 

($7,302,100) 

($10,259,400) 

($8,227,500) 

($20,075,200) 

($28,302,700 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Net  Impact 

($2,957,300) 

($7,302,100) 

($10,259,400) 

($8,227,500) 

($20,075,200) 

($28,302,700 

The  Executive  Budget  recommends  an  $11.2  million  reduction  in  general  fund  ($38.5  million  total  funds) 
to  SRS  human  services  programs.  Medicaid  benefit  and  reimbursement  reductions  account  for  97  percent 
of  the   projected   savings. 

The  recommended  options  include  the  following:  1)  reduction  in  optional  medicaid  services;  2)  increases 
in  co-payments;  3)  reduce  limits  on  personal  care  services;  4)  limits  on  mental  health  services;  5)  limit 
services  for  the  medically  needy;  6)  reduce  outpatient  hospital  reimbursements;  and  7)  changes  in  nursing 
home   eligibility/property  reimbursement. 

The  following  discussion   describes  each   of  the   executive   proposals   and   issues  related  to  the  proposals. 


Department  of  Social   and   Rehabilitation   Services 


B-10 


Department   of  Social   and   Rehabilitation   Services 

1)  -  5)  Issues  Common  to  All  Reductions  in  Optional  Medicaid  Services  -  The  Executive  Budget  eliminates 
or  reduces  several  optional  medicaid  services  identified  in  items  1  through  5  in  the  Executive  Budget 
Proposal  table.  Each  of  the  specific  proposals  is  discussed  following  this  discussion  of  issues  common  to 
all  five  proposals.     Optional  services  are  those  that  a  state  may  choose  to  include  in  its  medicaid  program. 

Cost  Shifts  -  All  medicaid  services,  including  optional  services,  must  be  medically  necessary  or  medicaid 
does  not  pay  for  the  service.  Therefore,  patients  may  continue  to  receive  some  of  the  same  services  in 
mandatory  categories  of  service  that  they  received  under  optional  services.  Some  services  provided  in  a 
mandatory  category  cost  more  than  the   same   service   provided   in   an   optional   setting. 

The  Executive  Budget  reduced  estimated  savings  to  account  for  cost  shifts  to  other  mandatory  services  and 
higher  cost  services.  Cost  shift  assumptions  are  discussed  for  each  optional  service  eliminated  or  reduced. 
The  cost  shift  assumptions  are  based  on  informed  judgements  by  medicaid  staff.  There  is  limited,  if  any, 
data  available  to  evaluate  whether  cost  shift  assumptions  are  accurate.  If  a  sufficient  number  of  recipients 
go  to   other  mandatory  service   providers,   there   would   be   no  savings   due  to  optional   service   reductions. 

Cost  shifts  can  also  occur  due  to  increasing  levels  of  uncompensated  care  (charity  care).  If  providers 
continue  to  provide  care  to  medicaid-eligible  clients  who  lose  benefits,  it  increases  the  level  of 
uncompensated  care.  Providers  testified  to  the  legislature  that  uncompensated  care  contributes  to  the  rising 
cost  of  health  care  for  those  who  are  able  to  pay.  The  Executive  Budget  does  not  address  potential 
increases  in  the  overall  cost  of  health  care  due  to  increasing  uncompensated  care. 

Children  and  Institutionalized  Adults  not  Affected  -  The  reductions  in  optional  services  affect  medicaid- 
eligible  adults  living  in  the  community.  Federal  medicaid  regulations  for  the  Early  Periodic,  Screening, 
Diagnosis,  and  Treatment  (EPSDT)  program  require  states  to  fund  all  medically  necessary  services  for 
medicaid-eligible  children  whether  or  not  the  service  is  covered  by  the  state  medicaid  plan.  The  state  can 
provide  equivalent  services  under  EPSDT  guidelines.  Federal  regulations  also  prohibit  reduction  of  medicaid 
services  for  medicaid-eligible  adults  in  nursing  homes  and  institutions.  Since  the  January  1992  special 
session  of  the  legislature  eliminated  medicaid  coverage  for  adults  in  medically  needy  families  eligible  in 
the  Aid  to  Families  with  Dependent  Children  (AFDC)  category,  the  persons  affected  by  this  proposal  are 
low-income   elderly,   disabled,   or   blind   adults   living  in   the   community. 

Constitutional  and  Other  Legal  Considerations  -  The  1987  Legislature  eliminated  medicaid  coverage  of 
eyeglasses,  dentures,  and  hearing  aids  for  adults.  Since  federal  regulations  prohibit  elimination  of  these 
benefits  for  medicaid-eligible  adults  living  in  nursing  homes  and  institutions,  the  reduction  affected  only 
adults  living  in  the  community.  This  action  was  found  to  be  unconstitutional  by  the  First  Judicial  District 
Court,  Lewis  and  Clark  County  because  it  violated  Article  2  Section  4  of  the  Montana  Constitution  that 
guarantees   equal   protection   to   all   citizens. 

SRS  legal  staff  note  that  the  current  executive  proposal  may  also  violate  equal  protection  provisions  of  the 
constitution,  but  believe  that  the  proposal  would  be  more  legally  defensible  if  reductions  are  effected 
through  amendments  to  statute.  Legal  staff  from  the  Legislative  Council  agree  that  statutes  are  given 
the  presumption  of  constitutionality  by  courts,  but  that  presumption  is  not  sufficient  to  uphold  the 
constitutionality  of  the  proposed  reductions.  The  department  would  need  to  present  additional  legal 
arguments   to   support   the   constitutionality   of  the   proposal. 

Provisions  of  the  federal  Americans  with  Disabilities  Act  may  apply  to  the  proposed  reductions  in  optional 
services,  since  some  adults  losing  services  qualify  for  medicaid  due  to  mental  and  physical  disabilities. 
Advocacy  groups  sued  the  state  of  New  Mexico  when  it  proposed  reducing  medicaid  services  for  disabled 
persons.  The  state  and  plaintiffs  reached  an  out-of-court  agreement  that  the  service  reductions  would  not 
be  imposed. 

Department  of  Social   and   Rehabilitation   Services 

B-ll 


Department   of  Social   and   Rehabilitation   Services 


Lawsuits  Would  Cause  a  Supplemental  Appropriation  -  SRS  staff  note  that  defending  lawsuits  is  costly. 
The  executive  has  not  requested  an  appropriation  to  cover  potential  lawsuits  and  SRS  staff  state  that  such 
lawsuits   cannot   be   funded   within   the   current    1995   biennium   appropriation. 

1)  Eliminate  Adult  Podiatry  Services  -  The  executive  estimates  that  eliminating  services  provided  by 
podiatrists  would  save  10  percent  of  the  projected  1995  biennium  cost,  as  patients  would  continue  to  obtain 
podiatry  services  from  other  authorized  providers.  This  proposal  would  reduce  general  fund  by  $2,500  and 
federal  funds  by  $6,100  over  the  biennium.  Podiatrists  and  lobbyists  have  testified  before  the  legislature 
that  a  misdiagnosis  by  a  non-specialist  could  result  in  higher  cost  treatment,  more  than  eliminating  any 
projected   savings.      This   proposal   will   affect   2,187   recipients   and   30   providers. 

2)  Eliminate  Adult  Hearing  Aids  and  Audiologv  Services  -  The  Executive  Budget  eliminates  medicaid 
coverage  of  adult  hearing  aids  and  audiology  services  and  estimates  that  general  fund  savings  would  be 
$10,500  over  the  biennium.  The  executive  estimated  that  no  cost  shift  would  occur  due  to  this  reduction. 
This   proposal   would   affect   757   recipients   and  90   providers. 

3)  Reduce  Adult  Physical,  Speech,  Occupational  Therapy  Services  -  The  Executive  Budget  reduces  the 
number  of  hours  of  adult  physical,  speech,  and  occupational  therapy  from  100  to  35  hours  of  service 
provided  by  licensed  therapists  to  an  eligible  client.  Patients  could  continue  to  receive  additional  hours 
of  therapy  services  from  hospitals  or  home  health  care  providers.  The  estimated  cost  savings  would  be 
$63,400  general  fund  and  $152,400  federal  funds  over  the  biennium.  The  executive  estimated  that  there 
would  be  minimal  cost  shifting  because  eligible  persons  would  not  seek  outpatient  hospital  treatment. 
However,  physical  therapists,  testifying  before  1993  Legislature,  stated  they  would  refer  medicaid  patients 
to  other  providers,  including  hospitals,  so  that  patients  could  receive  needed  services.  This  proposal  would 
affect   726   recipients   and   over    105   providers. 

4)  Eliminate  Adult  Eyeglasses  and  Optical  Services  -  The  Executive  Budget  eliminates  coverage  of 
eyeglasses  and  routine  optical  services  provided  by  opticians,  optometrists,  and  ophthalmologists.  Treatment 
for  eye  disease  would  continue  to  be  available  on  a  limited  basis  from  physicians  or  through  specialists 
qualified  to  bill  the  treatment  as  physician  services.  The  estimated  cost  savings  would  be  $315,400  general 
fund  and  $759,500  federal  funds  over  the  biennium.  The  executive  estimated  there  would  be  no  cost 
shifting  as   a   result  this  proposal.      This   proposal   would   impact   9,559  recipients   and   over  400   providers. 

5)  Eliminate  Adult  Denture  and  Dental  Services  -  The  Executive  Budget  eliminates  dentures  and  dental 
services  for  adults  and  estimates  general  fund  reductions  of  $869,100  and  federal  funds  reductions  of  $2.1 
million  over  the  biennium.  The  executive  estimated  cost  shifts  of  $1  million  due  to  patients  receiving  care 
in  hospital  emergency  rooms  and  netted  the  cost  shifts  from  the  estimated  savings.  This  proposal  would 
impact    13,402   recipients   and   500   providers. 

The  Executive  Budget  offers  an  option  to  eliminate  dental  services  and  dentures,  but  pay  for  emergency 
services  to  eliminate  pain  and  suffering.  This  option  would  reduce  general  fund  by  $0.5  million  and 
federal   funds   by   about   $1.2   million   over  the   biennium. 

6)  to  8)  Issues  Common  to  Increases  in  Co-payments  -  The  Executive  Budget  includes  increases  in  co- 
payments  charged  to  medicaid  clients  for  some  medicaid  services.  Each  of  the  specific  proposals  is  briefly 
described  following  this   discussion  of  issues  common   to   all  three  proposals. 

Federal  Regulations  Governing  Co-payments  -  Federal  regulations  establish  co-payment  limits,  exclude  some 
beneficiaries  from  being  assessed  co-payments,  and  exclude  some  services  from  co-payments.  For  instance, 
a  state  may  not  establish  co-payments  for  emergency  room  visits.  Federal  regulations  stipulate  that  co- 
payments  may  not  impede  or  diminish  access  to  medical  services  and  set  the  maximum   amount  that  may 

Department  of  Social   and   Rehabilitation   Services 

B-12 


Department  of  Social   and   Rehabilitation   Services 


be  charged  as  a  co-pay.  For  example,  a  co-pay  may  not  exceed  50  cents  for  services  costing  up  to  $10; 
$1  for  services  costing  from  $10  to  $25;  $2  for  services  costing  $25  to  $50;  and  $3  for  services  costing 
more  than  $50.  Federal  regulations  do  not  set  a  limit  on  the  annual  amount  that  families  or  a  recipient 
may  be   charged  in  co-payments. 

In  compliance  with  federal  regulations,  Montana  exempts  certain  medicaid  recipients  from  co-payments 
including:  1)  children  under  the  age  of  21;  2)  pregnant  women;  and  3)  patients  in  facilities  who  are 
required  to  spend-down  their  income  for  the  cost  of  their  care  (almost  exclusively  nursing  home  residents). 
Examples  of  the  types  of  co-payments  established  for  the  Montana  medicaid  program  are:  1)  $3  per  day 
for  inpatient  hospital  services  not  to  exceed  $66  per  stay;  2)  $1  per  day  for  outpatient  hospital  services; 
3)  50  cents  per  visit  for  such  services  as  speech,  physical  and  occupational  therapy;  and  4)  $1  per  service 
for   physician   services. 

Maximum  Co-Payment  Limits  -  Montana  charges  the  maximum  co-payment  for  services  allowed  by  federal 
regulations  with  few  exceptions.  There  are  three  areas  where  co-payments  could  be  increased:  1) 
physician  services  could  be  raised  from  $1  per  service  to  $2;  2)  other  practitioner  services  such  as 
psychologists  and  social  workers  could  be  raised  from  50  cents  per  service  to  $1;  and  3)  speech, 
occupational,  and  physical  therapy  could  be  raised  from  50  cents  per  service  to  $1.  The  legislature  could 
direct  the  department  to  raise  co-payments  to  the  maximum  limit  on  these  three  services.  The  department 
estimates  savings  of  about  $418,000  over  the  biennium  with  about  one-third  of  the  savings  accruing  to  the 
general   fund. 

Co-insurance  and  Deductibles  for  Medicaid  Services  -  Federal  regulations  allow  for  the  imposition  of 
deductibles,  co-insurance,  and  other  cost-sharing  charges,  but  prohibit  more  than  one  type  of  cost-sharing 
to  be  applied  to  any  one  service.  The  regulations  governing  co-insurance  and  deductibles  are  different  than 
those  governing  co-payments.  Co-insurance  may  be  no  greater  than  5  percent  of  medicaid  payment  for 
the  service  (except  for  institutional  care  which  may  be  up  to  50  percent  of  the  cost  of  the  first  day  of 
stay).  Until  the  most  recent  proposal  by  the  executive  to  charge  co-insurance  of  $200  per  inpatient 
hospital  stay,  Montana  has  not  implemented  any  cost-sharing  charges  except  co-payments.  Medicaid  staff 
say  that  administrative  ease  and  cost  and  potential  client  and  provider  confusion  are  reasons  that  other 
cost-sharing   charges   have   not   been   implemented. 

Department  staff  state  that  establishing  co-insurance  for  all  medicaid  services  would  be  difficult  to 
administer.  Providers  could  not  charge  more  than  5  percent  of  the  amount  medicaid  will  reimburse  for 
a  service.  But  providers  may  not  be  able  to  easily  determine  what  the  medicaid  payment  for  each  service 
is,  especially  if  the  recipient  has  insurance  which  will  pay  part  of  the  bill.  Medicaid  payments  are 
reduced  by  the  amount  of  third  party  payments.  Additionally,  co-insurance  is  less  than  a  comparable  co- 
payment  for  the   same   medicaid   service. 

Potential  Cost  Shift  to  Providers  and  Private  Pay  Clients  -  Providers  have  the  responsibility  to  collect  co- 
payments  and  co-insurance  from  medicaid  patients.  Federal  regulations  prohibit  denial  of  services  due  to 
a  person's  inability  to  pay,  but  do  not  define  inability  to  pay.  Providers  make  the  determination  as  to 
which  medicaid  clients  have  the  ability  to  make  the  co-payment  for  services.  Medicaid  staff  say  that 
providers  with  commodities  to  sell  (such  as  durable  medical  equipment  and  drugs)  and  with  direct  sales 
relationships  with  clients  are  more  successful  at  collecting  co-payments  than  other  providers.  Medicaid  staff 
state  that  some  providers  (including  hospitals)  do  not  attempt  to  collect  co-payments.  Providers  testifying 
before  legislative  committees  stated  that  the  cost  of  collection  is  often  greater  than  the  co-payment  amount, 
and  imposition   of  co-payments   can   lower   provider  reimbursement  under  the   medicaid  program. 

Hospital  staff  and  lobbyists  testified  to  legislative  committees  that  public  insurance  programs  reimbursing 
less    than    the    full    cost    of   services    foster    cost    shifting    to    private    pay    clients.       Providers    testified    that 
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increases  in  co-payments  could  cause  hospitals  to  make  up  for  lost  revenue  by  increasing  costs  to  private 
pay  patients. 

Co-payments  are  often  instituted  with  the  idea  that  client  participation  in  payment  for  services  would  serve 
to  ration  or  control  the  use  of  unnecessary  medical  services.  However,  if  the  cost  disincentive  to  seek 
medical  care  is  too  great,  overall  health  care  costs  may  increase  if  preventive  care  is  delayed  or  a 
condition  worsens  due  to  non-treatment.  An  SRS  review  of  co-payment  programs  determined  that  cost 
savings  data  was  inconclusive.  Studies  of  other  states'  co-payment  programs  do  not  support  universal  or 
widespread  cost  savings.  Data  to  estimate  Montana  specific  cost  savings  attributable  to  co-payments  is 
not  readily   available. 

Potential  Increase  in  Emergency  Room  Visits  -  Two  executive  proposals  increase  co-payments.  Since  co- 
payments  may  not  be  applied  to  emergency  room  visits,  increasing  client  liability  for  inpatient 
hospitalization  and  other  medicaid  services,  including  preventive  care,  may  have  the  unintended  negative 
impact  of  increasing  emergency  room  visits  that  are  sometimes  more  expensive  than  alternative  care.  The 
department   did   not  factor   the   cost   of  increased   emergency  room   visits   into   its   estimate   of  savings. 

6)  Increase  Pharmacy  Co-payment  -  The  Executive  Budget  increases  the  co-payment  for  prescriptions  from 
$1  to  $2  for  brand  name  (non-generic)  drugs.  Co-payments  for  generic  drugs  would  remain  at  $1  per 
prescription.  This  proposal  is  estimated  to  reduce  general  fund  by  $27,400  and  federal  funds  by  $66,100 
over  the   biennium   and   would   affect   60,000   recipients   and   300   to   400   providers. 

7)  Increase  Family  Co-payment  Limit  -  The  executive  proposes  to  increase  the  maximum  annual  co-payment 
for  a  family  from  the  current  amount  of  $127  to  $300.  As  noted  previously,  federal  regulations  do  not 
specify  a  ceiling  amount  that  may  be  charged  and  prohibit  co-payments  from  being  applied  to  emergency 
room  visits.  This  proposal  is  estimated  to  reduce  general  fund  $112,000  and  federal  funds  $267,700  over 
the   biennium.      The   proposal   would   affect    1,500   recipients   and   all   medicaid   providers. 

8)  Increase  Co-insurance  on  Inpatient  Hospital  Stays  -  Currently  medicaid  patients  must  pay  $3  per  day 
up  to  a  maximum  charge  of  $66  for  inpatient,  nonemergency  hospitalization.  The  executive  proposes  to 
increase  this  amount  to  $200  per  stay.  Federal  regulations  prohibit  charging  co-insurance  for  pregnant 
women,  children,  nursing  home  residents,  and  emergency  room  visits.  The  executive  estimates  that  the 
proposal  would  save  $358,500  general  fund  and  $864,000  federal  funds  over  the  biennium  and  would  affect 
4,500   recipients   and   54  hospitals. 

Federal  regulations  limit  the  maximum  co-insurance  for  an  inpatient  hospital  stay  to  one-half  the  cost  of 
the  first  day  of  hospitalization.  SRS  calculates  that  the  average  daily  cost  of  inpatient  hospitalization  is 
$732.  So  the  maximum  co-insurance  that  could  be  charged  would  be  $366,  or  $166  greater  than  the  limit 
proposed  by  the  executive.  The  legislature  could  consider  establishing  the  co-insurance  limit  at  the 
maximum   allowable. 

If  the  legislature  were  to  establish  a  higher  co-insurance  limit  for  inpatient  hospital  stays,  it  may  also 
wish  to  consider  the  maximum  annual  family  co-payment  (see  previous  issue).  The  maximum  annual 
family  co-payment  is  the  total  amount  of  co-payments  and  co-insurance  that  may  be  charged  to  a  family 
for  medicaid  services  in  one  year.  The  maximum  allowable  inpatient  hospital  co-insurance  ($366)  is  higher 
than  the  current  annual  family  co-payment  limit  of  $127  and  greater  than  the  $300  per  family  limit 
proposed  by  the  executive.  So  if  the  legislature  raised  the  inpatient  hospital  co-insurance  to  the  maximum 
allowable,   it   would   exceed   the   annual   co-payment   limit   proposed   by   the   executive. 

If  the  annual  family  co-payment  limit  is  raised  to  be  higher  than  the  cost  of  a  single  inpatient  hospital 
stay,    then    using   the    same    assumptions    as   the    department,    the    additional    savings    could    be    as    high    as 
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$176,500  general  fund  over  the  biennium.  However,  if  a  medicaid  client  or  family  experienced  more  than 
one  inpatient  hospital  stay  per  year,  it  could  surpass  the  annual  co-payment  limit.  Potential  cost  shifts 
and  increasing  emergency  room  treatment  are  consequences  of  raising  the  co-insurance  for  inpatient 
hospitalization. 

9)  Reduce  Limit  on  Personal  Care  Services  -  The  medicaid  program  allows  up  to  40  hours  of  personal  care 
in-home  services  per  week  per  eligible  recipient,  with  no  more  than  one-third  of  the  total  hours  for 
homemaking  services.  (The  1993  Legislature  imposed  the  homemaking  service  limit.)  Personal  care 
services,  provided  by  personal  care  attendants,  include  assistance  with  daily  living  activities.  The 
department  anticipates  that  150  clients  would  lose  services  and  loss  of  services  would  cause  20  of  those 
recipients  to  be  eligible  for  nursing  home  care.  This  proposal  is  estimated  to  reduce  general  fund  by 
$151,100   and  federal  funds  by  $363,600   over  the  biennium.      The   proposal   impacts  one   provider. 

10)  to  11)  Issues  Common  to  Limits  on  Mental  Health  Services  -  The  Executive  Budget  includes  proposals 
to  limit  mental  health  services  covered  by  medicaid.  These  proposals  would  be  in  effect  about  one  year 
until  the  department  could  implement  a  contract  to  capitate  mental  health  services  to  adults  (proposal  12). 
Each  proposal  is   summarized   separately  following  discussion   of  common   issues. 

Medicaid  funds  mental  health  services  provided  by  private  psychiatrists,  psychologists,  licensed  social 
workers,  licensed  professional  counselors,  and  community  mental  health  centers.  Currently  medicaid  funds 
up  to  22  hours  of  therapy  per  year  provided  by  private  practitioners,  but  there  is  no  limit  on  the  number 
of  hours  of  therapy  provided  by  community  mental  health  centers.  Medicaid  also  funds  day  treatment 
programs  for  mentally  ill  clients  and  short-term  acute  care  provided  by  hospitals.  There  is  no  limit  on 
day  treatment  services  or  the  number  of  short-term,  acute  care  hospital  stays.  Federal  regulations  prohibit 
medicaid  reimbursement  for  long-term,  institutional  care  of  mentally  ill  adults,  so  treatment  costs  at  the 
Montana  State  Hospital  at  Warm  Springs  are  funded  100  percent  from  the  general  fund.  Medicaid  benefits 
are  funded   about   30   percent  from   state  funds   (mostly  general  fund)   and   70  percent  from  federal  funds. 

Community  Mental  Health  Centers  -  Community  mental  health  centers  are  private  nonprofit  corporations 
that  contract  for  provision  of  community-based  mental  health  services  with  the  Department  of  Corrections 
and  Human  Services  (DCHS).  The  centers  receive  funding  from  a  variety  of  sources  including:  1)  a 
general  fund  and  federal  mental  health  block  grant  contract  with  DCHS;  2)  medicaid  funds  from  SRS;  3) 
payments  by  private  clients  and  insurance;  and  4)  federal  homeless  block  grants.  The  general  fund 
contract  with  DCHS  (about  $5.9  million  per  year)  buys  services  for  seriously  emotionally  disturbed  children, 
seriously  mentally  ill  adults,  and  other  children  and  adults  who  need  mental  health  services.  DCHS  staff 
estimate  that  total  revenue  to  the  centers  would  be  reduced  by  6  to  7  percent  if  executive  proposals  to 
cap   mental   health   services   and   limit  medically  needy  services   are   adopted. 

Executive  Budget  Does  not  Include  Service  Alternatives  -  The  Executive  Budget  does  not  include  a  proposal 
for  continuing  treatment  or  providing  alternative  services  for  seriously  mentally  ill  medicaid  clients  who 
lose  coverage  of  mental  health  services.  Neither  does  the  Executive  Budget  anticipate  cost  shifts  to  other 
services   such   as   the   Montana   State   Hospital   and  community  hospitals. 

Treatment  Costs  at  the  State  Hospital  -  The  average  daily  cost  of  treating  a  mentally  ill  person  averages 
between  $182  to  $274  depending  on  the  level  of  care  and  the  staffing  required  at  the  institution. 
However,  each  additional  person  admitted  to  the  State  Hospital  does  not  necessarily  cause  treatment  costs 
to  increase  by  those  amounts.  Some  hospital  units  may  have  capacity  to  absorb  additional  patients, 
depending  on  the  unit  population  and  type  of  treatment  required.  As  long  as  there  is  excess  capacity, 
adding  one  more  patient  costs  $15.90  per  day  (the  variable  cost).  However,  cost  increases  can  be 
significant  if  additional  patients  exceed  the  capacity  of  a  treatment  unit  and  the  hospital  must  hire  extra 
treatment  staff  to   comply  with   the   Ihler   decision,   which   required   improved   services   for  the   mentally  ill. 
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The  average  daily  population  (ADP)  at  the  State  Hospital  has  ranged  from  206  to  210.8  during  the  first 
four  months  of  this  fiscal  year  (1994).  DCHS  staff  state  that  as  long  as  ADP  does  not  exceed  220,  there 
will   not   be   a   significant   cost  impact  to   the   State   Hospital. 

Characteristics  of  Persons  Who  Would 
Lose  Services  -  The  executive 
estimates  that  579  persons  would 
exceed  the  22  hour  service  cap  and 
107  would  exceed  the  day  treatment 
cap  based  on  payment  data  from 
calendar  year  1992  (see  Table  1). 
The  majority  of  persons  impacted  by 
the  caps  have  a  serious  mental 
illness  (such  as  schizophrenia)  and 
between  one-quarter  to  one-third  of 
those  losing  services  have  been 
admitted  to  the  State  Hospital 
previously. 


Table  1 
Persons  Affected  by  Mental  Health  Service  Reductions 

Calendar  Year  1992 

Number  Serious  Warm  Springs 

Exceeding  Cap        Diagnosis  History 


Reduction 

22  Hours  of  Therapy 

Day  Treatment 


579 
107 


67% 
92% 


25% 
33% 


SOURCE:   Departments  of  Social  and  Rehabilitation  Services 
and  Corrections  and  Human  Services 


Increased  Costs  to  General  Fund  -  Reductions  in  medicaid-funded  mental  health  services  could  result  in 
general  fund  expenditures  higher  than  the  reductions  if:  1)  a  sufficient  number  of  persons  are  admitted 
to  the  State  Hospital  instead  of  being  treated  in  the  community;  2)  persons  cannot  be  released  from  the 
State  Hospital  because  community  resources  are  insufficient;  or  3)  acute  care  stays  in  community  hospitals 
increase  sufficiently.  However,  it  is  not  possible  to  predict  with  certainty  the  number  of  admissions  to 
the  State  Hospital  and  community  hospitals  or  releases  from  the  State  Hospital  prevented  due  to  medicaid 
service  caps.      Factors   relevant  to   potential   cost  increases   are   presented   for  legislative  consideration. 

Executive  Position  -  DCHS  and  SRS  staff  state  that  they  do  not  have  sufficient  data  to  determine  how 
many,  if  any,  persons  will  require  treatment  at  the  State  Hospital  or  in  community  hospitals  due  to 
mental  health  service  caps.  DCHS  staff  state  that  community  mental  health  centers  may  re-prioritize 
services  under  the  state  general  fund  service  contract  to  continue  to  serve  seriously  mentally  ill  medicaid 
patients   who  exceed   service   caps. 

The  executive  has  proposed  mental  health  service  caps  as  one  method  to  contain  the  rate  of  growth  in 
medicaid  costs.  However,  the  executive  has  not  presented  data  to  prove  that  the  growth  in  mental  health 
costs  is  due  to  service  increases  for  the  seriously  mentally  ill.  If  the  cost  growth  is  due  to  a  higher 
number  of  medicaid-eligible  persons  using  mental  health  services,  then  the  executive  proposal  will  do  little 
to   stem   the   increase   in   mental   health   costs. 

Legislative  Considerations  -  DCHS  does  not  plan  to  restructure  the  state  contract  to  require  community 
mental  health  centers  to  continue  to  serve  medicaid  clients  who  lose  services.  If  community  mental  health 
centers  do  not  re-prioritize  services,  there  is  a  greater  likelihood  of  placements  in  the  State  Hospital  and 
community  hospitals  and  a  greater  likelihood  that  persons  will  not  be  discharged  from  the  State  Hospital 
or  community  hospitals  into  community  care.  Additionally,  if  community  mental  health  centers  do  continue 
to  treat  medicaid  patients  who  exceed  medicaid  service  caps,  the  state  will  replace  services  funded  30 
percent  from  general  fund  and  70  percent  from  federal  funds  with  services  funded  100  percent  from  the 
general   fund. 

Potential  Service  Reductions  to  Persons  not  Eligible  for  Medicaid  -  The  number  of  mental  health  services 
provided  to  persons  who  are  not  medicaid  eligible  and  cannot  pay  the  full  cost  of  their  care  will  be 
reduced   if  community  mental   health   centers   re-prioritize   services,   funded  through  the   DCHS  general   fund 
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contract,  to  serve  medicaid-eligible  persons  who  exceed  service  caps.  Since  some  clients  who  are  not 
eligible  for  medicaid  pay  a  portion  of  their  treatment  costs,  service  reductions  to  this  group  will  further 
reduce  income  to  the  mental  health  centers.  The  executive  estimate  of  a  6  to  7  percent  income  reduction 
to  community  mental  health  centers  may  be  the  minimum  revenue  reduction.  Depending  on  client  mix, 
service  reductions  to  clients  paying  part  of  their  treatment  could  cause  income  reductions  sufficient  to 
further   reduce   staff  and   services   from   community   mental   health   centers. 

DCHS  staff  note  that  there  may  be  fewer  community  placements  available  for  new  clients  with  serious 
mental  illness  as  community  mental  health  center  income  declines.  Hospitals  needing  to  discharge  patients 
from  acute  care  and  discharges  from  the  State  Hospital  may  have  no  community  placement  alternative. 
Fewer  community  placements  will  cause  a  higher  number  of  admissions  to  and  fewer  discharges  from  the 
State  Hospital.  Had  there  been  between  10  to  14  new  admissions  with  no  offsetting  discharges  from  the 
State  Hospital  over  the  last  four  months,  ADP  would  have  been  near  those  levels  necessitating  significant 
cost  increases  to  the  State  Hospital.  Fourteen  admissions  is  3.6  percent  of  the  seriously  mentally  ill  adults 
who  would  lose  therapy  services   and    14.8   percent  of  those  who  would   lose  day  treatment  services. 

Alternative  Option  -  The  legislature  could  consider  two  alternatives  to  achieve  the  same  general  fund 
reduction  proposed  by  the  executive  ($502,400  general  fund  over  the  biennium)  without  imposing  the  service 
caps.  The  legislature  could:  1)  reduce  the  general  fund  contract  for  mental  health  services  in  DCHS 
equal  to  the  reduction  in  the  Executive  Budget  for  mental  health  service  caps  and  retain  the  general  fund 
medicaid  match  in  SRS;  or  2)  remove  the  general  fund  match  for  the  mental  health  service  reductions 
from  the  SRS  budget,  leave  the  general  fund  DCHS  contract  intact,  and  use  contract  funds  for  the  state 
medicaid  match  for  eligible  services.  Either  of  these  options:  1)  achieves  the  general  fund  reduction 
proposed  by  the  executive;  2)  does  not  cut  mental  health  services  to  medicaid  clients;  and  3)  would  cause 
less  reduction  in  income  to  and  services  provided  by  mental  health  centers  than  under  the  executive 
proposal.  Although  mental  health  centers  would  lose  the  amount  of  revenue  equivalent  to  the  general  fund 
reduction  proposed  by  the  executive,  centers  would  continue  receiving  revenue  equivalent  to  the  federal 
match  for  medicaid  services  and  could  also  continue  to  serve  more  clients  who  can  pay  a  portion  of  their 
treatment  costs.  However,  these  options  will  not  reduce  the  growth  in  medicaid  services  for  persons  who 
exceed   the   service   caps   proposed   in   the   Executive   Budget. 

10)  Limit  the  Number  of  Mental  Health  Services  -  The  Executive  Budget  limits  mental  health  therapy 
provided  by  community  mental  health  centers  to  22  hours  per  medicaid  client,  the  same  limit  that  now 
applies  to  treatment  provided  by  social  workers,  psychologists,  and  licensed  professional  counselors.  This 
proposal  is  estimated  to  reduce  general  fund  by  $202,400  and  federal  funds  by  $487,100  over  the  biennium. 
The  executive  did  not  include  the  effects  of  cost  shifts  to  higher  cost  services  or  the  potential  impact  to 
other  agency  general  fund  services  even  though  the  department  acknowledges  that  some  clients  would 
receive  medicaid-funded  outpatient  hospital  services  and  some  would  continue  to  receive  care  from  the 
community  mental  health  centers  through  the  general  fund  contract  with  DCHS.  This  proposal  would 
impact   579   recipients. 

11)  Limit  Number  of  Day  Treatment  Services  -  Medicaid  does  not  limit  the  number  of  hours  of  day 
treatment  services  that  an  individual  can  receive  from  a  community  mental  health  center.  The  Executive 
Budget  caps  the  number  of  day  treatment  services  at  780  hours  per  year  per  client  or  about  97.5  eight- 
hour  days  per  year.  Day  treatment  programs  vary  and  client  participation  is  usually  lower  than  eight 
hours  per  day.  This  proposal  would  impact  107  recipients  and  is  estimated  to  reduce  general  fund  by 
$300,000   and   federal   funds   by   $720,100   over  the   biennium. 

12)  Capitate  Mental  Health  Services  to  Adults  -  The  Executive  Budget  proposes  to  competitively  contract 
with  mental  health  providers  for  the  provision  of  all  mental  health  services  for  medicaid-eligible  adults  at 
a  fixed  fee  per  recipient.      Providers  would  be  responsible  for  all  inpatient  and  outpatient  care  and  would 

Department   of  Social   and   Rehabilitation   Services 

B-17 


Department   of  Social   and   Rehabilitation   Services 


be  at  risk  for  costs  exceeding  the  fixed  amount.  This  contract  would  replace  service  caps.  The  capitation 
contract  would   cost  less   than    amounts   paid   under   fee   for   services   or   it  would   not   be   issued. 

There  would  be  a  single  point  of  entry  into  the  system  through  the  contractor.  The  contract  would 
require  that  providers  ensure  quality  care.  The  department  would  also  do  spot  checks  to  make  sure 
certain  aspects  of  the  contract  are  implemented.  The  state  program  needs  three  waivers  from  federal 
medicaid  regulations  to  implement  the  capitation  contract:  1)  the  requirement  that  recipients  be  given  a 
freedom  of  choice  in  selecting  medical  providers;  2)  the  requirement  that  services  be  offered  statewide;  and 
3)  the  requirement  that  services  not  be  different  in  amount,  scope,  and  duration  from  services  provided 
to  other  medicaid  clients.  The  last  requirement  is  necessary  since  children  would  continue  to  receive 
medicaid  services  that  may  be  different  than  those  provided  to  adults  through  the  capitation  contract. 
Although  the  department  intends  that  the  contract  cover  medicaid  recipients  statewide,  the  second  waiver 
will   be   sought   in   case   responses   do   not   cover  the   entire   state. 

The  cost  to  write  and  implement  the  contract  would  be  $100,000  (50  percent  general  fund)  in  fiscal  1994. 
The  proposal  cannot  be  implemented  before  January  1995.  The  proposal  would  affect  all  recipients  and 
all  mental  health  service  providers.  Based  on  experience  in  other  states,  the  executive  estimates  that  this 
proposal   would   reduce   biennial   general   fund   costs   by   $19,400   and   federal   funds   costs   by   $150,600. 

Potential  to  Include  DCHS  Mental  Health  Services  -  The  contract  could  be  written  to  include  all  public 
funds  for  mental  health  services  and  all  clients  served  by  public  funds.  Whether  or  not  the  DCHS  funds 
are  included,  the  contract  needs  to  be  structured  so  that  admissions  to  the  Montana  State  Hospital  do 
not  increase  if  the  contractor  runs   short  of  funds   to   provide   high  cost  services. 

13)  Limit  Services  for  Medically  Needy  to  Primary  and  Preventive  Care  -  The  Montana  medicaid  program 
includes  an  optional  type  of  eligibility  allowed  by  federal  medicaid  regulations  called  the  medically  needy 
program.  In  order  to  be  eligible,  persons  must  meet  the  categorical  eligibility  criteria  and  resource  tests 
for  medicaid— i.e.  adults  must  be  blind,  physically  disabled  or  aged  (SSI  or  supplemental  security  income 
category  of  eligibility);  and  a  child  must  be:  1)  physically  disabled  or  blind;  2)  in  the  custody  of  the 
state;  or  3)  in  a  family  that  would  be  eligible  in  the  AFDC  category.  The  January  1992  special  session 
of  the  legislature  limited  eligibility  for  medically  needy  to  children  only  in  families  that  would  meet  the 
categorical  eligibility  for  AFDC.  Persons  meeting  medically  needy  criteria  become  eligible  for  medicaid  when 
they  incur  medical  bills  of  an  amount  sufficient  to  "spend-down"  their  income  to  a  level  that  would  make 
them  eligible  for  AFDC  or  SSI  cash  assistance.  Persons  determined  to  be  medically  needy  are  eligible  for 
all   medicaid   services,   but   do   not  receive   AFDC   or   SSI   payments. 

Executive  Proposal  -  The  Executive  Budget  limits  services  for  medically  needy  recipients  to  preventive  and 
primary  care,  as  allowed  by  federal  regulations.  Medically  needy  children,  pregnant  women  and  persons 
eligible  for  home-  and  community-based  services  would  continue  to  receive  all  medicaid  services  and  are 
not  included  in  the  proposal.  This  proposal  accounts  for  over  two  thirds  of  the  total  general  fund 
reduction  for  the  department  and  would  reduce  general  fund  by  $7.6  million  over  the  biennium  and  federal 
funds   by  $18.6   million. 
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The  services  that  would  continue  to  be  covered  under  the 
executive     proposal     are:  drugs,     physicians'     services, 

laboratory,  and  x-ray  services.  Examples  of  services  that 
would      no      longer      be      covered      include:  inpatient 

hospitalization,  psychological  and  psychiatric  services,  and 
durable  medical  equipment.  Table  2  shows  the  number 
of  services  received  by  medically  needy  recipients  during 
fiscal  year  1992.  The  executive  proposal  would  retain 
over  72  percent  of  the  services  reviewed  in  this  example. 
The  most  frequently  used  services  that  would  no  longer 
be  covered  include:  personal  care,  hospital  services, 
durable  medical  equipment,  clinical  services,  and  case 
management  services. 

Persons  Who  Would  no  Longer  Receive  Services  -  Table  3 
shows  the  number  of  persons,  by  age,  who  qualified  for 
the  medically  needy  program  in  fiscal  1992.  Most  persons 
under  21  are  children  in  low  income  families  and  most 
persons  over  age  63  are  low  income  elderly  people. 
Persons  in  the  age  categories  from  22  to  63  are  most 
likely  eligible  for  medically  needy  coverage  due  to  a 
physical  or  mental  disability,  or  due  to  blindness,  although 
the  younger  and  older  age  categories  also  include  some 
medically  needy  persons  who  are  disabled  or  blind 
individuals.  As     noted     previously,     children,     pregnant 

women  and  developmentally  disabled  persons  in  ICF-MR's 
(intermediate  care  facility  for  the  mentally  retarded)  could 
continue  to  receive   services   under  the  executive   proposal. 


Table  3 

Medically  Needy  by  Age 

Group 

Fiscal  Year  1992 

Percent  of 

Age  Group 

Number 

Total 

Under  21 

172 

4.18 

22-27 

47 

1.14 

28-33 

106 

2.58 

34-39 

217 

5.28 

40-45 

215 

5.23 

46-51 

196 

4.77 

52-57 

238 

5.79 

58-63 

285 

6.93 

Over  63 

2,636 

64.11 

Total 

4,112 

100.00 

SOURCE:  Dept.  of  Social  and 

Rehabilitation  Services 

Table  2 

Medically  Needy  Services 

Fiscal  Year  1992 

Percent 

Number 

Service 

Services 

of  Total 
53.61 

Retained  in  Executive  Proposal 

Drugs 

8,419 

Physician 

2,326 

14.81 

ICF-MR 

520 

3.31 

Lab/X-Ray 

41 

0.26 

Nurse  Specialist 

14 

0.09 

Sub-total 

11.320 

72.08 

Eliminated  in  Executive  Proposal 

6.76 

Personal  Care* 

1,062 

Hospital 

738 

4.70 

Durable  Medical  Equip. 

521 

3.32 

Dental* 

417 

2.66 

Clinic  Services 

393 

2.50 

Case  Management 

311 

1.98 

Psychology/Psychiatric 

187 

1.19 

Optometric* 

143 

0.91 

Home  Health* 

137 

0.87 

Transportation 

82 

0.52 

Swing  Bed 

80 

0.51 

Ambulance 

61 

0.39 

Hearing  Aids* 

43 

0.27 

Eyeglasses* 

41 

0.26 

Rural  Health  Clinic 

39 

0.25 

Podiatry* 

37 

0.24 

Physical  Therapy* 

17 

0.11 

Rehabilitation 

15 

0.10 

Speech  Therapy* 

14 

0.09 

Audiology* 

11 

0.07 

Federally  Qualified 

10 

0.06 

Health  Centers 

Dialysis 

6 

0.04 

Occuptional  Therapy* 

4 

0.03 

Other 

15 

0.10 

Sub-total 

4,384 

27.92 

Total                                       15.704 
*These  services  are  eliminated  or  rec 

100.00 

uced 

by  other  Executive  Budget  proposal 

s. 

SOURCE:  Dept.  of  Social  and  Rehabilitation 

Services 
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Table  4 

Medically  Needy  Disabled  Persons  by  County 

August  1993 

Percent  of   No 

with    No 

.  with 

County* 

Number          Total        Medicare     Income 

Beaverhead 

11                1.19 

8 

10 

Big  Horn 

8              0.86 

6 

7 

Blaine 

6               0.65 

6 

6 

Broadwater 

9               0.97 

7 

3 

Carbon 

12                1.30 

12 

11 

Carter 

2                0.22 

0 

2 

Cascade 

79               8.53 

64 

72 

Choteau 

2                0.22 

2 

1 

Custer 

18                1.94 

13 

11 

Daniels 

1                0.11 

1 

0 

Dawson 

10                1.08 

9 

8 

Deer  Lodge 

30               3.24 

27 

25 

Fallon 

2               0.22 

2 

2 

Fergus 

14                1.51 

11 

9 

Flathead 

82               8.86 

69 

64 

Gallatin 

28               3.02 

24 

21 

Glacier 

4               0.43 

4 

3 

Granite 

1                0.11 

1 

1 

Hill 

22               2.38 

18 

20 

Jefferson 

4               0.43 

3 

4 

Judith  Basin 

2               0.22 

2 

1 

Lake 

20               2.16 

17 

17 

Lewis  &  Clark 

95             10.26 

80 

89 

Liberty 

1               0.11 

1 

1 

Lincoln 

22               2.38 

20 

18 

Madison 

5               0.54 

5 

5 

Meagher 

2               0.22 

2 

2 

Mineral 

13                1.40 

9 

8 

Missoula 

92               9.94 

74 

78 

Musselshell 

8              0.86 

6 

8 

Park 

18                1.94 

11 

18 

Petroleum 

1                0.11 

1 

1 

Phillips 

4               0.43 

1 

4 

Pondera 

5               0.54 

4 

5 

Powell 

4               0.43 

3 

2 

Prairie 

2               0.22 

2 

2 

Ravalli 

43                4.64 

35 

39 

Richland 

11                1.19 

10 

10 

Roosevelt 

12                1.30 

10 

10 

Rosebud 

2                0.22 

2 

5 

Sanders 

16                1.73 

11 

15 

Sheridan 

2                0.22 

2 

2 

Silver  Bow 

36              3.89 

33 

31 

Stillwater 

8                0.86 

6 

5 

Sweet  Grass 

5                0.54 

2 

5 

Teton 

8                0.86 

7 

5 

Toole 

6               0.65 

6 

6 

Valley 

10                1.08 

7 

5 

Wheatland 

1                0.11 

1 

0 

Wibaux 

1                0.11 

0 

1 

Yellowstone 

126             13.61 

108 

114 

Total 

926           100.00 

765 

792 

Percent  Eligible 

"or  Medicare 

82.61 

Percent  with  Earned  or  Unearned  Income 

85.53 

*The  following  counties  have  no  residents  with 

disabilities  who 

are  medically  needy:   Garfield, 

Golden  Valley,  McCone,  Powder  River  and  Treasure. 

SOURCE:   Dept. 

of  Social  and  Rehabilitation 

Services 

Table  4  shows,  by  county,  disabled  persons  who 
are  eligible  for  the  medically  needy  program 
during  August  1993.  Over  two-thirds  of  the 
disabled  population  live  in  nine  counties.  Those 
counties  with  the  highest  caseloads,  in  descending 
order,  are:  Yellowstone  (126),  Lewis  and  Clark 
(95),  Missoula  (92),  Flathead  (82),  Cascade  (79), 
Ravalli  (43),  Silver  Bow  (36),  Deer  Lodge  (30),  and 
Gallatin  (28). 

Eighty  three  percent  of  the  926  disabled  persons 
who  would  no  longer  be  covered  under  the 
medically  needy  program  are  eligible  for  medicare, 
the  federally  funded  health  care  program. 
(Medicaid  pays  for  some  services  not  covered  by 
medicare  for  medically  needy  individuals  who 
qualify  for  medicare.)  An  even  higher  number,  86 
percent,  have  earned  or  unearned  income. 
However,  all  of  these  individuals  have  incurred 
medical  bills  sufficient  to  spend-down  their  income 
in  order  to  be  eligible   for  medicaid. 

Potential  Lawsuit  and  Supplemental  -  As  noted  in 
the  discussion  of  proposals  1)  through  5), 
reductions  in  services  to  disabled  persons  could 
result  in  a  lawsuit  under  the  provisions  of  the 
Americans  with  Disabilities  Act.  Department  staff 
state  that  the  current  appropriation  is  inadequate 
to  fund   legal   costs. 

Less  Revenue  and  Savings  due  to  House  Bill  309 
House  Bill  (HB)  309,  passed  by  the  1993 
Legislature,  allows  persons  to  pay  the  state  an 
amount  equal  to  the  incurment  (spend-down  of 
their  income)  in  order  to  become  eligible  for 
medicaid  immediately,  rather  than  incurring 
medical  bills  equal  to  the  spend-down  and  then 
becoming  eligible  for  medicaid.  If  persons  do  not 
incur  medical  bills  sufficient  to  make  them  eligible 
for  medicaid,  the  state  will  refund  the  difference 
between  the  pre-payment  and  the  amount  of 
medical   bills  incurred. 

The  fiscal  note  for  HB  309  estimated  that  the 
state  would  save  $1.0  million  general  fund  in 
medicaid  benefit  costs  and  generate  $2.5  million  in 
general  fund  revenues  in  the  1995  biennium.  The 
benefit  savings  were  included  in  the  general 
appropriations  act  and  the  revenue  was  included 
in  the  biennial  revenue  estimates  adopted  by  the 
1993  Legislature.  The  department  is  currently 
negotiating  with  federal  representatives  over  the 
amount  of  the  prepayment  the  state  may  retain 
and    how    much    of    the    prepayment    the    federal 
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government  is  entitled  to  receive.  The  amount  of  projected  savings  and  revenue  deposited  to  the  general 
fund  could  be  less  than  anticipated  by  as  much  as  70  percent  if  the  federal  government  prevails.  Initial 
revenue  collections,  about  $80,000  in  the  first  quarter,  are  lower  than  the  amount  necessary  to  realize  the 
original  revenue  estimate.  Department  staff  state  that  since  the  program  is  new,  first  quarter  collections 
may  be  lower  than  future   collections. 

14)  Reduce  Outpatient  Hospital  Reimbursement  -  The  Executive  Budget  reduces  reimbursement  for  outpatient 
hospital  costs  by  5  percent.  The  department  has  contracted  for  a  study  of  outpatient  hospital 
reimbursement  during  fiscal  1994  with  the  goal  of  developing  a  prospective  reimbursement  system.  The 
1993  Legislature  reduced  reimbursement  for  outpatient  hospital  services  to  98.8  percent  for  sole  community 
hospitals  and  to  93  percent  for  other  hospitals.  Currently  outpatient  hospital  costs  are  reimbursed  based 
on  charges  submitted  by  hospitals  and  the  average  rate  of  reimbursement  for  all  hospitals  is  about  93 
percent  of  cost.  Based  on  the  potential  outcome  of  the  study,  the  department  is  anticipating  that  it  would 
be  able  to  reduce  reimbursement  by  an  additional  5  percent.  This  proposal  is  estimated  to  reduce  general 
fund   by   $474,900   and  federal   funds   by   $1.1   million   in   fiscal    1995. 

15)  Delay  Implementation  of  Nursing  Home  Property  Reimbursement  Changes  -  The  Executive  Budget  delays 
implementation  of  property  reimbursement  changes  in  the  nursing  home  reimbursement  formula.  The 
department  contracted  for  a  study  of  nursing  home  reimbursement  that  was  completed  prior  to  the  1993 
Legislature.  The  department  received  an  appropriation  in  HB  333  of  about  $1.6  million  total  funds  for 
the  1995  biennium  to  implement  the  property  reimbursement  change.  Revising  the  nursing  home 
reimbursement  formula  would  be  delayed  until  the  1997  biennium.  This  proposal  is  estimated  to  reduce 
general  fund  by  $466,700  and  federal  funds  by  $1.1  million  in  fiscal  1995  and  would  affect  all  nursing 
facility  providers. 

16)  Implement  a  Special  Income  Limit  for  Nursing  Home  Eligibility  -  The  Executive  Budget  implements 
a  special  income  limit  for  nursing  home  eligibility  at  300  percent  of  the  monthly  federal  SSI  benefit  rate 
($434  in  federal  fiscal  1993).  This  limit  is  the  lowest  allowed  by  federal  regulations.  Currently,  nursing 
home  residents  are  eligible  for  medicaid  (under  the  medically  needy  category)  if  their  monthly  income  is 
lower  than  the  monthly  nursing  home  rate  paid  by  private  payers.  The  average  monthly  private  pay  rate 
for  Montana  nursing  homes  is  $2,340  per  month  ($28,080  annually).  The  proposed  special  income  limit 
would  be  $1,302  per  month,  three  times  the  $434  monthly  SSI  benefit  rate.  The  minimum  special  income 
limit  will   change   as  federal   SSI   benefits   change. 

Only  individuals  in  nursing  homes  would  be  subject  to  this  proposal.  Medically  needy  persons  receiving 
home-  and  community-based  services  and  in  ICF-MR's  would  continue  to  be  eligible  for  medicaid  under  the 
existing  special  income  limit  ($2,340  per  month).  The  executive  estimates  that  170  persons  would  lose 
medicaid   coverage  for  nursing  home   costs   under  this   proposal   and  90  providers  would  be   affected. 

The  Executive  Budget  implements  this  proposal  effective  January  1995  in  order  to  allow  affected  individuals 
time  to  plan  for  alternative  care  or  alternative  payment  for  nursing  home  care.  This  proposal  is  estimated 
to  reduce  $241,300  general  fund  and  $576,700  million  federal  funds  in  fiscal  1995.  The  executive  estimates 
that  the  special  income  limit  would  generate  about  $1.2  million  general  fund  savings  in  the  1997  biennium. 

17)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided 
by  OBPP  and  the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2) 
decreasing  the  rates  charged  for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the 
allocation   adjustments   may   affect   the   budget  for   this   agency. 

Options/Issues 

1)  Reduce  AFDC  Payment  Levels  -  The  preliminary  Executive  Budget  proposal  contained  a  recommendation 
to  lower  AFDC  benefit  payments  to  the  lowest  level  allowable  under  federal  law.     The  executive  estimated 
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Table  5 

Minimum 

AFDC  Benefit  Payment  Compared  to  1995  Benefit  Payments 

Difference 

Benefit 

Difference 

Householc 

Benefit  Payment 

from  Min. 

Payment* 

from  Min. 

Size 

Miniumum 

FY94 

$ 

% 

FY95 

$ 

% 

1 

$212 

$235 

$23 

9.79 

$242 

$30 

12.41 

2 

286 

318 

32 

10.06 

328 

42 

12.68 

3 

359 

401 

42 

10.47 

413 

54 

13.08 

4 

433 

484 

51 

10.54 

499 

66 

13.14 

5 

507 

567 

60 

10.58 

584 

77 

13.19 

6 

580 

650 

70 

10.77 

670 

90 

13.37 

*FY95  benefit  payment 

an  estimate  based  on  the  federal 

poverty  index 

increasing 

3  percent. 

savings  of  $1.5  million  in  general  fund  over  the  biennium  and  $4.1  million  in  federal  funds.  SRS  staff 
state  that  the  proposal  was  not  included  in  the  final  budget  because  it  would  impact  an  already  vulnerable 
population,    and   other   options   for   budget   reductions   would   have   a   less   devastating   impact   on   people. 

Background         and         Minimum 

Payment      Level      -      The       1988 

Medicare    Catastrophic    Care    Act 

(MCAA)  directed  that  states  may 

not    lower    AFDC    payment    levels 

below  the  payment  level  in  effect 

May    1,    1988.       The    MCCA    also 

required        states        to        expand 

medicaid     coverage     to     pregnant 

women  and  children  with  incomes 

below  a  certain  percentage  of  the 

federal     poverty    level.         Federal 

regulations      sought      to      prevent 

states  from   funding  the   medicaid 

expansion      by      reducing      AFDC 

grants.        The    federal     sanctions, 

should    AFDC     benefit     payments 

fall    below    the    May    1988    level, 

would  be  disapproval  of  the  state 

medicaid   plan   and   subsequent   loss   of  federal   financial   participation   in   medicaid.      Table   5   shows   AFDC 

payment   levels   in   effect   May    1988   by   size   of  household   compared   to   the    1995   biennium    payment   levels 

in  HB  2.     In  general,  the  fiscal   1994  benefit  levels  are  about  10  percent  higher  than  the  federal  minimum 

and  the  estimated   fiscal    1995   benefit  levels   are   about    13   percent  higher. 

Considerations  -  The  legislature  may  wish  to  consider  the  cumulative  impacts  of  the  reductions  in  human 
service  programs.  Several  of  the  options  in  the  Executive  Budget  increase  the  cost  of  medical  services 
to  recipients  by  raising  co-payments  or  discontinuing  payment  for  some  medicaid  services  (such  as 
eyeglasses  and  hearing  aids).  For  instance,  increasing  the  annual  family  co-payment  limit  from  $127  to 
$300  equates  to  a  $14  monthly  increase  in  out  of  pockets  costs  to  an  AFDC  family.  A  $14  monthly 
decrease  in  spendable  income,  reduces  monthly  income  for  an  AFDC  family  of  one  by  6  percent  and  by 
4.4  percent  for  a  family  of  two.  AFDC  recipients  have  limited  income  and  assets  and  raising  the  amount 
of  disposable  income  that  must  be  spent  for  medical  care  could  create  economic  hardships  for  some  families. 
As  noted  throughout  the  discussion  of  medicaid  cuts,  if  increasing  the  cost  of  medical  care  discourages 
persons  from  seeking  care,  the  overall  cost  of  health  care  for  recipient  families  and  the  state  medicaid 
program   could   be   greater  than   the   savings   attributable   to   co-payments. 

2)  Eliminate  Provider  Rate  Increase  -  One  of  the  preliminary  budget  reduction  proposals  put  forward  by 
OBPP  included  elimination  of  provider  rate  increases  authorized  in  the  Department  of  Family  Services  and 
SRS  budgets.  The  1993  Legislature  authorized  a  2.5  percent  rate  increase  for  service  providers  contracting 
with  DFS  and  SRS  whose  only  client  is  the  state.  The  estimated  general  fund  savings  would  be  about 
$1.5   million   general   fund   over  the   biennium   if  rates   were   reduced   January    1,    1995. 

Department  staff  stated  that  the  final  Executive  Budget  did  not  include  this  proposal  because  service 
providers  had  already  signed  contracts  with  the  state  and  implemented  budgets  including  the  rate  increase, 
and  service  providers  have  experienced  increases  in  worker's  compensation  rates,  employee  health  insurance! 
and  inflation  that  are  beyond  provider  control.  The  department  was  concerned  that  elimination  of  provider 
rate  increases   could   cause   some   providers   to   discontinue   services. 

3)  Cost  Savings  due  to  OBRA  93  -  The  federal  Omnibus  Budget  Reconciliation  Act  of  1993  changes  laws 
governing  the   transfer   of  assets   of  persons   eligible   for   medicaid   and   broadens   the   definition   of  property 
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to  be  considered  part  of  an  estate.  The  department  will  propose  legislation  to  extend  the  "look  back" 
period  on  transfer  of  assets  at  less  than  fair  market  value  from  30  to  36  months  for  most  assets,  60 
months  for  trusts,  and  to  broaden  its  estate  recovery  program.  The  department  will  submit  a  waiver  of 
federal  regulations  so  that  it  can  apply  a  uniform  60-month  look  back  to  all  asset  transfers.  Asset 
transfers  can  be  reviewed  for  any  person  applying  for  medicaid,  but  the  department  will  limit  its  effort 
to  reviewing  assets  transferred  by  those  persons  eligible  for  nursing  home  care  and  for  services  in  the 
community-based   waiver. 

The  department  operates  an  estate  recovery  program  where  medicaid  nursing  home  costs  are  recovered  from 
the  estates  of  deceased  medicaid  recipients.  Currently  0.5  FTE  collects  about  $200,000  annually  from  about 
100  estates  at  a  total  cost  of  $12,000  to  $15,000  per  year.  The  state  subscribes  to  a  clipping  service  that 
publishes  statewide  notices  sent  to  creditors  whenever  an  estate  is  probated.  State  staff  compare  the  list 
of  probated   estates   with   the   registry  of  people   who   have   received   medicaid   benefits   since    1985. 

The  department  retained  a  consultant  to  review  its  estate  recovery  program  and  provide  guidance  on 
implementation  of  OBRA  93.  The  consultant  concluded  that  the  Montana  medicaid  estate  recovery  program 
was  efficient,  but  understaffed.  The  state  of  Oregon,  which  has  operated  a  larger,  more  aggressive  estate 
recovery  program  over  a  40-year  period,  recovers  about  5  percent  of  its  nursing  home  costs.  In 
comparison,  if  Montana  could  achieve  the  same  level  of  recovery,  it  could  offset  $4.4  million  in  nursing 
home   costs   in  fiscal   1994. 

The  department  will  contract  on  a  contingency  fee  basis  for  review  of  asset  transfers  and  estate  recoveries. 
The  department  expects   cost  savings   due   to  the   contract,   but  has  not  provided   an   estimate   of  savings. 
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DEPARTMENT  OF  FAMILY  SERVICES 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 

Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB  2                 Total 
95  Biennium    95  Biennium 

FTE 

607.18 

0.00 

607.18 

574.93 

0.00 

574.93 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  and  Claims 

Transfers 

Total  Costs 

17,997,193 

7,563,420 

217,926 

6,445,974 

30,241,919 

(168.777) 

$62,297,655 

165,168 
0 
0 
0 
0 
0 

$165,168 

18,162,361 

7,563,420 

217,926 

6,445,974 

30,241,919 

(168.777) 

$62,462,823 

17,033,081 

4,274,742 

108,432 

6,444,392 

27,711,649 

(144.533) 

$55,427,763 

437,003 
0 
0 
0 
0 
0 

$437,003 

17,470,084 

4,274,742 

108,432 

6,444,392 

27,711,649 

(144,533) 

$55,864,766 

35,030,274       35,632,445 
11,838,162       11,838,162 
326,358            326,358 
12,890,366       12,890,366 
57,953,568       57,953,568 
(313.310)         (313.310! 

$117,725,418  $118,327,589 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

37,318,512 

3,016,873 

21.962.270 

120,171 

9,104 

35.893 

37,438,683 

3,025,977 

21.998.163 

32,483,300 

3,046,031 

19.898.432 

328,271 
25,834 
82.898 

32,811,571 

3,071,865 

19.981.330 

69,801,812       70,250,254 

6,062,904         6,097,842 

41.860.702       41.979.493 

Total  Funds 

$62,297,655 

$165,168 

$62,462,823 

$55,427,763 

$437,003 

$55,864,766  $117,725,418  $118,327,589 

Agency  Description 


The  Department  of  Family  Services  (DFS)  provides:  1)  protective  services  for  children,  youth,  and  adults 
who  are  abused  and  neglected;  2)  community-based  services  designed  to  enhance  the  self-sufficiency  and 
independence  of  the  elderly  and  developmentally  disabled;  3)  care  and  education  in  the  two  state  youth 
correctional  institutions;  and  4)  aftercare  services  for  youth  coming  out  of  these  institutional  placements. 
The  department,  authorized  in  section  2-15-2401,  MCA,  and  defined  in  Title  52,  MCA,  has  four  programs: 
1)  Management  Support;  2)  Regional  Staff;  3)  Juvenile  Corrections;  and  4)  Community  and  Protective 
Services. 
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Department  of  Family  Services 
Description 


Executive  Budget  Proposal 


pg 


General 
Fund 


Fiscal  1994 
Other 
Funds 


Total 
Funds 


General 
Fund 


Fiscal  1995 
Other 
Funds 


Total 
Funds 


-0.10% 


0.01% 


(90,957) 

(25,500) 

25,500 

($116,457) 

$25,500 

-0.02% 


(90,957) 


($90,957) 


-0.21% 


0.02% 


($116,457) 


$25,500 


($90,957)         ($274,813) 


Total  Revenue/Fund  Balance  Impact 
Net  Impact 


$0 


$0 


$0 


($116,457) 


$25,500 


($90,957)         ($274,813) 


-0.04% 


House  Bill  2  Authority  Before  Proposal       $116,235,896    $353,605,568    $469,841,464    $129,892,185    $373,527,009    $503,419,194 
House  Bill  2  Authority  After  Proposal  $116,119,440    $353,631,068    $469,750,508    $129,617,372    $373,619,909    $503,237,281 

House  Bill  2  Percent  Change 

House  Bill  2 

1  Eliminate  State  Support  Big  Brothers     05 

2  Big  Sisters  Programs 

3  Pine  Hills  Timber  Income  to  I  &  I  03 

House  Bill  2  Sub-Total 
Other  Appropriation  Bills 

Total  Expenditure  Impact 
Revenue/Fund  Balance  Proposals 


(181,913) 

(181,913 

(92,900) 

92,900 

($274,813) 

$92,900 

($181,913 

$92,900 ($181,913 


$92,900  ($181,913 


1)  Eliminate  State  Support  for  Big  Brothers/Big  Sisters  -  The  Executive  Budget  eliminates  general  fund 
support  totalling  $272,870  over  the  biennium  for  Big  Brothers/Big  Sisters  programs  effective  January  1, 
1994.  Big  Brothers/Big  Sisters  are  locally-managed  programs  that  match  children  from  single  parent 
families  with  adult  volunteers  who  provide  role  models  that  the  absent  parent  would  have  provided. 
Programs  interview  volunteers,  run  background  checks  on  volunteers,  train  adult  participants,  and 
periodically  evaluate  each  match.  Children  are  referred  to  the  programs  by  schools,  the  department,  and 
parents. 

Table  1  shows  the  fiscal  1994  allocation  of  the  general  fund  reduction  as  a  percent  of  the  total  budget 
for  each  Big  Brothers/Big  Sisters  program  in  the  state.  The  reduction  for  fiscal  year  1994  would  equal 
one-half  the  amount  shown  in  the  state  grant  column.  State  general  fund  supports  11  to  25  percent  of 
fiscal   1994   local   program   budgets.      The  balance   of  program   funds   is  raised   locally  from   donations. 
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Table  1 

Fiscal  1994  Allocation 

of  State  Funds  to  Local 

Big  Brothers/Big  Sisters 

Program 

Program 

%  of  Total 

%  Total    Grant  as  % 

Number 

%  Total 

Program 

Budget 

Budgeted  State  Grant 

Grant       ofBt 

idget 

of  Matches 

Matches 

Big  Brothers/Big  Sisters  of 

$19,585 

2.0 

$4,599 

2.5 

23.5 

179 

2.1 

Southeastern  Montana 

Billings 

174,364 

18.0 

29,866 

16.4 

17.1 

1,492 

17.2 

Bozeman 

150,002 

15.5 

27,902 

15.3 

18.6 

1,335 

15.4 

Butte 

68,893 

7.1 

17,096 

9.4 

24.8 

818 

9.4 

Flathead  County  (Kalispell) 

111,970 

11.5 

16,407 

9.0 

14.7 

785 

9.1 

Great  Falls 

104,142 

10.7 

17,723 

9.7 

17.0 

848 

9.8 

Helena 

110,700 

11.4 

21,987 

12.1 

19.9 

1,052 

12.1 

Lake  County  (Ronan) 

17,012 

1.8 

2,012 

1.1 

11.8 

77 

0.9 

Missoula 

178,388 

18.4 

40,400 

22.2 

22.6 

1,933 

22.3 

Park  County  (Livingston) 

34,400 

3.5 

3,920 

2.2 

11.4 

150 

1.7 

Total 

$969,456 

100.0 

$181,910 

100.0 

18.8 

8,669 

100.0 

Source:   Department  of  Family  Services 

DFS  allocates  the  general  fund  among  local  programs  based  on  the  recommendation  of  the  state  federation 
of  Big  Brothers/Big  Sisters,  composed  of  the  directors  of  local  programs.  The  state  federation  allocates 
funds  according  to  the  number  of  matches  served  by  a  local  program  during  the  previous  year.  The 
average  cost  of  larger  programs  is  about  $20  per  match.  The  average  cost  of  smaller  programs  is  about 
$26  per  match. 

The  proposed  general  fund  reduction  would  result  in  service  reductions,  according  to  the  Big  Brothers/Big 
Sisters  state  federation.  At  least  one  program  anticipates  staff  reductions  if  state  funding  is  eliminated. 
Local  program  staff  believe  that  it  will  not  be  possible  to  raise  sufficient  funds  to  replace  state  general 
fund.  Reducing  staff  means  that  fewer  background  checks,  less  training,  and  fewer  matches  can  be 
supported. 

2)  Timber  Revenue  to  Interest  and  Income  -  The  Executive  Budget  proposes  extending  a  change  in  school 
funding  adopted  by  the  1993  Legislature  to  other  non-university  school  trust  lands.  House  Bill  667,  passed 
during  the  regular  session,  required  that  income  from  timber  sales  be  deposited  as  income  to  the  school 
lands  interest  and  income  account  rather  than  being  deposited  to  the  permanent  trust  account  to  earn 
interest.  Currently,  timber  income  is  deposited  to  the  permanent  trust  account  for  Pine  Hills  school. 
Under  the  executive  proposal,  timber  income  will  be  expended  as  regular  income  rather  than  increasing 
trust  balances  to  generate  interest  earnings.  Pine  Hills  School  and  the  School  for  the  Deaf  and  Blind 
receive  funds  from  the  two  interest  and  income  accounts  impacted  by  the  executive  proposal.  As  with  the 
school  funding  change,  legislation  must  be  passed  to  amend  income  distribution  to  the  Pine  Hills  trust 
account. 

Table  2  shows  a  five  year  history  of  the  Pine  Hills  School  interest  and  income  account.  Interest  income 
from  the  permanent  trust  provided  between  50  to  65  percent  of  annual  interest  and  income.  During  fiscal 
1993,  the   Pine  Hills  trust  account  received  $96,036  and  timber  sales  accounted  for  $82,860  (86  percent  of 
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trust  income).  Trust  investments  at  fiscal  1993  year  end  were  valued  at  $1.6  million  and  fiscal  1993 
interest  earnings  were  $179,384.  Timber  income  has  contributed  between  71  and  99.7  percent  of  the 
revenue   deposited  to  the   trust  over  the   latest   5  years. 


Table  2 

Pine  Hills  School  Interest  and  Income  and 

Permanent  Trust  Income 

Fiscal  1989  to  Fiscal  1993 


Revenue  Source 


1989 


1990 


1991 


1992 


1993 


School  Income 

Grazing  Leases 

$49,731 

$50,244 

$53,100 

$53,176 

$50,784 

Agricultural  Leases 

11,250 

23,923 

14,637 

18,971 

16,267 

Oil  and  Gas  Leases 

24,863 

18,940 

6,644 

4,196 

4,561 

Nondrilling  Penalties 

20,586 

19,225 

3,745 

3,008 

1,600 

Gold  and  Silver  Leases 

1,080 

1,080 

480 

240 

240 

Cabin  Sites/Home  Sites 

5,932 

6,131 

7,261 

7,418 

12,652 

Talc  Leases 

722 

421 

663 

663 

1,003 

Land  Contracts  Interest 

294 

270 

268 

243 

209 

Miscellaneous  Revenue 

4,032 

5,035 

3,980 

3,772 

8,169 

Recreational  Use  License 

0 

0 

0 

195 

1,223 

Interest  Income 

$129,844 

$126,026 

$136,528 

$145,804 

$179,384 

Total  Interest  and  Income* 

$248,334 

$251,296 

$227,305 

$237.686 

$276,092 

Interest  as  a  Percent  of  Total  52.3  50.2 


60.1  61.3  65.0 


Trust  Income 
Timber  Sales 

Right-of-Way 
Abandoned  Property 
Gas  Royalties 
Sand  and  Gravel 

$11,512 

1,500 

630 

152 

0 

$6,776 

2,765 
0 
0 
0 

$46,715 

2,900 
0 
0 

9,240 

$201,293 

686 
0 
0 
0 

$82,860 

9,788 
0 
0 

3,388 

Total  Trust  Deposits 

$13,794 

$9,541 

$58,855 

$201,979 

$96,036 

Timber  Sales  as  a  Percent 

83.5 

71.0 

79.4 

99.7 

86.3 

of  Trust  Income 

*Interest  and  income  is  the  amount  available  for  appropriation. 
Source:  Statewide  Accounting  and  Budgeting  System 


The  largest  source  of  revenue  to  the  Pine  Hills  School  trust  account  will  be  eliminated  if  the  executive 
proposal  is  implemented.  Future  interest  income  will  be  lower  due  to  diminished  trust  deposits,  but 
current   general   fund   support   will    be    offset   by   the   timber   income.      Timber   sale   income   has   fluctuated 
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markedly,  from  a  low  of  about  $6,900  in  fiscal  1990  to  a  high  of  $201,300  two  years  later  (see  Table  2) 
and  it  is  difficult  to  estimate  the  annual  level  of  timber  income.  If  timber  income  is  lower  than 
estimated,  the  department  would  have  to  reduce  expenditures  or  incur  a  supplemental  appropriation.  The 
supplemental  appropriation  would  need  to  come  from  a  funding  source  other  than  the  interest  and  income 
account   as  there  would   be  no  revenue   in  the   account. 

The  policy  issue  faced  by  the  legislature  is:  1)  to  continue  deposits  to  the  trust  in  order  to  accrue  higher 
interest  income  to  offset  general  fund  expenditures  in  future  years;  or  2)  to  appropriate  timber  income  in 
the  year  it  is  received  in  order  to  directly  offset  current  general  fund  expenditures.  If  the  legislature  opts 
for  the   latter  choice,   it   can   consider   several   alternatives. 

The  legislature  may  wish  to  decide  whether  to  allow  the  department  to  submit  a  supplemental 
appropriation  if  timber  income  is  lower  than  projected.  This  option  would  require  an  amendment  to  section 
17-7-301,  MCA  which  requires  that  agencies,  with  some  exceptions  such  as  fire  suppression  costs,  submit 
a  plan  to  reduce  expenditures  the  second  year  of  the  biennium  for  appropriation  transfers  (supplementals) 
from   the   second  year  to  the  first  year  of  the   biennium. 

The  legislature  may  chose  to  authorize  a  general  fund  language  appropriation  in  House  Bill  2:  1)  up  to 
the  amount  of  any  shortfall  in  timber  income;  or  2)  conversely  require  a  general  fund  reduction  and 
authorize   a   like   increase   in   state   special   revenue   if  timber   income   is   higher  than   budgeted. 

The  legislature  could  consider  adopting  the  executive  recommendation  with  a  modification  to  allow  timber 
income  to  accrue  for  a  biennium  and  appropriate  actual  receipts  the  following  biennium.  This  option  would 
alleviate  the  risk  inherent  in  establishing  an  appropriation  for  a  volatile  revenue  source,  but  would  not 
offset  general   fund   during  the    1995   biennium. 

3)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by 
OBPP  and  the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing 
the  rates  charged  for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation 
adjustments   may  affect  the  budget  for  this   agency. 

Options/Issues 

Two  additional  reductions  to  the  DFS  budget  were  noted  in  draft  proposals  of  the  Executive  Budget  an 
d   an   executive   proposal   for   another   agency   will   impact   DFS.      A  discussion   of  these   issues   follows. 

1)  Eliminate  Provider  Rate  Increases  -  The  draft  Executive  Budget  proposed  elimination  of  provider  rate 
increases.  The  1993  Legislature  authorized  a  2.5  percent  rate  increase  for  service  providers  contracting 
with  DFS  and  SRS  whose  only  client  is  the  state.  The  estimated  general  fund  savings  would  be  $555,380 
over  the  biennium. 

According  to  DFS  staff,  the  final  Executive  Budget  did  not  include  this  proposal  because  service  providers 
have  experienced  cost  increases  in  workers'  compensation  rates,  employee  health  insurance  costs,  and 
inflation  that  are  beyond  provider  control.  The  executive  was  concerned  that  elimination  of  provider  rate 
increases   could   cause   some   providers   to   discontinue   services. 

2)  Reduce  or  Offset  General  Fund  Support  for  Computer  System  -  The  department  received  $3.3  million 
total  funds  ($2.5  general  fund)  over  the  biennium  to  develop  a  computer  management  information  system 
(MIS).  The  draft  Executive  Budget  included  a  funding  switch  to  offset  $138,312  general  fund  in  fiscal 
1994   with   federal   funds   carried   forward   from   fiscal    1993   (a   5.5   percent   reduction   to   the    1995   biennium 
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general  fund  appropriation).  The  federal  funds,  available  in  fiscal  1993  for  MIS  development,  were  not 
expended.  The  executive  has  concluded  that  the  department  will  be  unable  to  expend  additional  federal 
funds  for  development  of  the  MIS  in  the  1995  biennium  unless:  1)  federal  matching  requirements  change 
or  2)   additional   MIS  costs   become   eligible   for  federal   funding. 

The  current  computer  system,  over  10  years  old,  is  a  billing  system  that  cannot  track  clients,  services 
received,  client  migration  through  the  system,  current  and  previous  client  residence,  client  eligibility  for 
federal  funds,  or  outcomes  of  different  services  and  treatments.  The  new  system  is  designed  to  capture 
and  track  this  type  of  data  to  help  the  department  and  legislature  determine  the  effectiveness  of  programs 
and   different   types   of  services. 

The  department  has  developed  a  system  development  plan  that  will  proceed  with  design  and  implementation 
of  a  core  system  first  with  components  to  be  added  as  funding  and  time  permit.  The  core  system  will 
include  a  child  protective  services  component  and  a  payment  and  billing  system.  If  funding  is  adequate, 
examples  of  other  components  that  could  be  added  include  adult  protective  services,  juvenile  corrections, 
and   aging  services. 

The  department  will  contract  for  MIS  development  through  the  Department  of  Administration  with  a  vendor 
on  term  contract.  The  department  expects  to  have  the  final  system  design  completed  by  the  end  of 
February  1994.  The  cost  of  each  phase  or  component  of  system  development  can  be  estimated  once  the 
final  system   design   is   completed. 

The  department  has  learned  that  enhanced  federal  funding  (75  percent  match)  may  be  available  for  some 
MIS  components.  Federal  agencies  will  review  the  state  MIS  development  plan  beginning  sometime  in 
November  1993  to  determine  costs  that  are  eligible  for  federal  matching  funds.  The  department  cannot 
determine  total  system  cost  and  the  availability  of  federal  matching  funds  until  the  federal  review  and 
the  final  system  design  are  completed.  While  federal  review  may  be  complete  in  time  for  consideration 
by  the   special   session   of  the   legislature,   the   system   design   and   component   costing  will   not  be. 

If  the  legislature  chooses  to  reduce  general  fund  support  for  the  MIS,  it  could  consider  several  options: 
1)  the  legislature  could  list,  by  order  of  priority,  various  system  components  and  direct  the  department 
to  develop  as  many  of  the  components  as  possible  within  the  appropriation;  2)  the  legislature  could  add 
language  to  the  appropriation  act  requiring  the  department  to  offset  general  fund  with  additional  federal 
authority  received  above  the  appropriation  level  for  the  MIS;  or  3)  the  legislature  could  eliminate  funding 
for  the   MIS. 

The  legislature  would  need  to  determine  what  type  of  information  it  needs  to  evaluate  programs  and 
determine  appropriation  levels.  If  the  information  needs  are  clear,  it  may  be  feasible  to  prioritize  system 
component  development.  But  the  department  will  not  be  able  to  tell  legislators,  with  certainty,  which 
components,  including  the  core  system,  could  be  completed.  Consequently,  the  legislature  could  prioritize 
information  needs  and  system  component  development,  but  it  may  not  be  able  to  determine  the  type  of 
MIS  that  could  be   developed,   and  resultant  data   availability,   if  funding  is   reduced. 

The  legislature  could  direct  the  department  to  offset  general  fund  if  actual  federal  funding  is  higher  than 
the  federal  appropriation  for  the  MIS  ($800,000  over  the  biennium).  The  legislature  will  not  be  able  to 
estimate  potential  general  fund  savings  due  to  this  option,  although  the  department  believes  that  enhanced 
federal  funding  may  be  available.  As  in  the  previous  option,  the  legislature  will  not  be  able  to  determine 
what  type   of  MIS   will   be  developed   and   the  types   of  information   available  from  the   system. 
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Finally,  the  legislature  could  eliminate  funding  for  the  MIS.  Problems  with  the  existing  system  and 
manual  data  collection  that  currently  exist  will  continue.  The  legislature  and  department  will  not  be  able 
to   efficiently   gather   information   to   evaluate   program   effectiveness   and   appropriation   levels. 

3)  General  Fund  Impact  to  DFS  -  The  Executive  Budget  eliminates  the  State  Library  book  budget  for 
Montana  state  institutions,  shifting  general  fund  costs  of  $6,000  in  fiscal  1994  and  $12,000  in  fiscal  1995 
from  the  library  to  other  agencies.  If  the  book  purchases  remain  at  current  levels,  the  increased  costs 
in  other  departments  are:  1)  Department  of  Corrections  and  Human  Services  -$5,100  in  fiscal  1994  and 
$10,200  in  fiscal  1995;  and  2)  Department  of  Family  Services  -  $900  in  fiscal  1994  and  $1,800  in  fiscal 
1995. 
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4201  00  00000 

PUBLIC  SERVICE  REGULATION 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 

Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 
95  Bienmum 

FTE 

44.50 

0.00 

44.50 

44.50 

0.00 

44.50 

Personal  Services 
Operating  Expenses 
Equipment 

1,588,308 
658,494 
125.208 

10,962 
0 
0 

1,599,270 
658,494 
125.208 

1,590,906 

443,602 

17,862 

32,118 
0 
0 

1,623,024 

443,602 

17_,862 

3,179,214 

1,102,096 

143,070 

3,222,294 

1,102,096 

143.070 

Total  Costs 

$2,372,010 

$10,962 

$2,382,972 

$2,052,370 

$32,118 

$2,084,488 

$4,424,380 

$4,467,460 

,  Fund  Sources 

State  Revenue  Fund 
Federal  Revenue  Fund 

2,342,283 
29,727 

10,962 
0 

2,353,245 
29.727 

2,024,202 
28,168 

32,118 
0 

2,056,320 
28,168 

4,366,485 
57.895 

4,409,565 
57.895 

Total  Funds 

$2,372,010 

$10,962 

$2,382,972 

$2,052,370 

$32,118 

$2,084,488 

$4,424,380 

$4,467,460 

Agency  Description 

The  Department  of  Public  Service  Regulation  (PSR)  regulates  the  public  utility,  motor  carrier,  and  railroad  industries 
to  provide  consumers  with  safe,  reliable,  and  adequate  services  at  the  lowest  cost  while  providing  the  regulated 
industries  with  a  fair  and  reasonable  return  on  their  investment.  The  department  is  provided  for  in  sections  2-15- 
2601  and  69-1-102,  MCA,  and  operates  under  one  program,  the  Public  Service  Commission.  This  program  is  overseen 
by  five  commissioners  elected  from  districts  throughout  Montana. 
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4201   Department  of  Public  Service  Regulation 

Executive  Budget  Proposal 

Description                                                         Pg 

■  Fitsral  1994 

■  Fiscal  19 
Other 
Funds 

95 

General 
Fund 

Other 
Funds 

Total 
Funds 

General 
Fund 

Total 
Funds 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$0 
$0 

NA 

$2,372,010 
$2,372,010 

0.00% 

$2,372,010 
$2,372,010 

0.00% 

$0 
$0 

NA 

$2,052,370 

$2,052,370 

0.00% 

$2,052,370 
$2,052,370 

0.00% 

$0 

House  Bill  2 

House  Bill  2  Sub-Total 

$0 

$0 

$0 

$0 

$0 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Net  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

The  executive  did  not  recommend  any  budget  changes  for  this  agency. 

1)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by  OBPP  and 
the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing  the  rates  charged 
for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation  adjustments  may  affect  the  budget 
for  this  agency. 
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Agency  Summary 

DEPARTMENT  OF  FISH,  WILDLIFE  &  PARKS 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 

Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 
95  Bienmum 

FTE 

554.95 

0.00 

554.95 

553.37 

0.00 

553.37 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  and  Claims 

Transfers 

17,268,953 

14,619,928 

1,724,363 

1,974,172 

10,000 

3.914.586 

127,918 
0 
0 
0 
0 
0 

17,396,871 

14,619,928 

1,724,363 

1,974,172 

10,000 

3.914.586 

17,264,204 

12,361,406 

1,726,563 

758,894 

10,000 

4.366.768 

383,773 
0 
0 
0 
0 
0 

17,647,977 

12,361,406 

1,726,563 

758,894 

10,000 

4,366,768 

34,533,157 

26,981,334 

3,450,926 

2,733,066 

20,000 

8.281.354 

35,044,848 

26,981,334 

3,450,926 

2,733,066 

20,000 

8.281.354 

Total  Costs 

$39,512,002 

$127,918 

$39,639,920 

$36,487,835 

$383,773 

$36,871,608 

$75,999,837 

$76,511,528 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 
Proprietary  Fund 

311,105 

25,921,761 

10,970,427 

2.308.709 

0 

103,771 

23,161 

986 

311,105 

26,025,532 

10,993,588 

2.309.695 

315,937 

24,117,068 

9,638,009 

2.416,821 

0 

310,824 

70,050 

2,899 

315,937 

24,427,892 

9,708,059 

2.419.720 

627,042 

50,038,829 

20,608,436 

4.725.530 

627,042 

50,453,424 

20,701,647 

4.729.415 

Total  Funds 

$39,512,002 

$127,918 

$39,639,920 

$36,487,835 

$383,773 

$36,871,608 

$75,999,837 

$76,511,528 

Agency  Description 

The  Montana  Department  of  Fish,  Wildlife,  and  Parks  is  responsible  for  managing  Montana's  fish,  wildlife,  and 
recreational  resources  and  providing  optimum  outdoor  recreational  opportunities  for  Montanans  and  their  guests. 
The  department  is  responsible  for  a  state  park  system  that  includes  scenic,  historical,  cultural,  and  recreational 
resources.  Implementation  of  the  department's  programs  occur  in  seven  department  divisions  in  addition  to  the 
director's  office  and  within  eight  regional  field  offices  throughout  the  state.  The  five-member  Fish,  Wildlife,  and  Parks 
Commission  provides  policy  direction  to  the  department  on  resource  management,  seasons,  and  use  of  lands  owned 
or  controlled  by  the  department. 
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5201  Department  of  Fish,  Wildlife  and  Parks 

Executive  Budget  Proposal 

Description                                                         Pg 

General 
Fund 

-  Fiscal  1994  — 
Other 
Funds 

Total 
Funds 

General 
Fund 

•  Fiscal  1995  — 
Other 
Funds 

Total 
Funds 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$311,105 
$311,105 

0.00% 

$39,200,897 

$39,200,897 

0.00% 

$39,512,002 
$39,512,002 

0.00% 

$315,937 
$315,937 

0.00% 

$36,171,898 

$36,171,898 

0.00% 

$36,487,835 
$36,487,835 

0.00% 

House  Bill  2 

1  In-House  Duplicating  Facilities 
House  Bill  2  Sub-Total 

0 
$0 

0 
$0 

$0 

0 
$0 

0 
$0 

$0 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Net  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

1)  In-House  Duplicating  Facilities  -  The  Executive  recommends  the  following  language  be  inserted  in  House  Bill  2: 
"The  Department  of  Fish,  Wildlife  and  Parks  shall,  in  consultation  with  the  Department  of  Administration,  review 
the  cost-effectiveness,  along  with  other  relevant  considerations,  of  operating  their  in-house  duplicating  facilities 
compared  to  Department  of  Administration  services.  The  Department  of  Fish,  Wildlife  and  Parks  shall  report  its 
conclusions,  along  with  the  Department  of  Administration  comments,  to  the  Office  of  Budget  and  Program  Planning 
and  the  Office  of  Legislative  Fiscal  Analyst  by  June  1,  1994,  and  to  the  1995  Natural  Resource  and  Commerce  Joint 
Appropriations  Subcommittee."   No  reduction  to  the  department's  budget  is  proposed. 

In  the  1995  biennium,  $221,161  proprietary  funds  were  appropriated  for  this  function. 

2)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by  OBPP  and 
the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing  the  rates  charged 
for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation  adjustments  may  affect  the  budget 
for  this  agency. 

Other  Options/Issues 

1)  Lower  Missouri  Water  Reservation  EIS  -  The  Executive  proposes  to  postpone  the  lower  Missouri  River  water 
reservation  environmental  impact  statement  (see  proposals  for  the  Department  of  Natural  Resources  and 
Conservation).  The  Legislature  approved  a  budget  modification  in  DNRC  for  $250,369  in  fiscal  1994  and  $70,072  in 
fiscal  1995  for  2.00  FTE  to  continue  the  Missouri  River  reservation  process  funded  with  RIT  and  Department  of  Fish, 
Wildlife  and  Parks  funds.  The  Legislature  approved  a  $46,250  biennial  appropriation  in  the  department's  Fisheries 
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Division  to  grant  funds  to  DNRC  for  this  purpose.  If  the  Legislature  accepts  the  Executive  proposal  in  DNRC,  the 
grant  appropriation  for  the  same  purpose  in  the  Department  of  Fish,  Wildlife  and  Parks  would  not  be  required. 

2)  Indirect  Impacts  From  the  Executive  Budget  -  The  Executive  is  proposing  a  policy  revision  in  State  Auditor's  Office 
which  would  affect  the  department.  The  Executive  proposes  to:  1)  eliminate  state  refunds  of  $5.00  or  less;  and  2) 
increase  payee  identification  data  to  facilitate  the  State  Auditor's  bad  debt  collection  efforts.  The  department's 
hunting  permit  drawings  would  be  reviewed  to  eliminate  the  creation  of  small  refunds.  Requiring  social  security 
numbers  as  part  of  the  application  for  hunting  and  fishing  licenses  is  being  considered  so  that  deductions  could  be 
made  from  license  refunds  to  those  owing  debts  to  the  state. 

3)  Parks  Funding  Switch  -  House  Bill  642  (1993  regular  session)  allocates  6.5  percent  of  accommodation  tax  revenue 
(after  deductions  for  Department  of  Revenue  collection  expenses  and  amounts  paid  by  state  employees)  to  the 
department  for  maintenance  of  facilities  in  state  parks  that  have  both  resident  and  nonresident  use.  Of  the  estimated 
$500,000  annual  revenue,  $294,083  in  fiscal  1994  and  $303,459  in  fiscal  1995  is  appropriated  in  House  Bill  2  to  fund 
the  parks  deficit  budget  modification.   The  remainder  of  the  funds  are  appropriated  in  House  Bill  5. 

The  only  general  fund  appropriated  to  the  department  is  in  the  Parks  Division,  $318,249  in  fiscal  1994  and  $323,125 
in  fiscal  1995.  As  an  option,  the  legislature  might  consider  replacing  general  fund  in  the  Parks  Division  with 
additional  accommodation  tax  revenue.  Based  on  an  estimated  $7.6  million  in  annual  accommodation  tax  revenue, 
an  increase  in  the  allocation  percentage  from  6.5  to  10.8  percent  would  generate  an  additional  $326,800  per  year  that 
could  be  used  to  replace  general  fund  in  the  Parks  Division.  Section  15-65-121,  MCA  would  have  to  be  amended  to 
reflect  changes  in  the  allocation  percentages.  The  percentage  allocations  currently  are:  1)  Department  of  Commerce  - 
67.5  percent;  2)  regional  nonprofit  tourism  corporations  -  22.5  percent;  3)  Department  of  Fish,  Wildlife  and  Parks  - 
6.5  percent;  4)  Montana  University  System  -  2.5  percent;  and  5)  Montana  Historical  Society  -  1  percent. 
Appropriations  of  accommodation  tax  revenue  to  the  Department  of  Commerce,  Montana  Historical  Society,  and  the 
university  system  would  need  to  be  reviewed. 

See  a  related  issue  on  accommodation  tax  revenue  in  the  Department  of  Commerce  narrative. 

4)  Reorganization  -  The  department  is  currently  considering  a  major  reorganization.  Measures  being  considered 
include:  1)  reducing  high-level  administrative  positions  in  Helena;  2)  decreasing  the  number  of  regional  offices  from 
eight  to  six;  3)  adjusting  regional  administrative  boundaries;  and  4)  reorganizing  positions  to  create  a  new  type  of  field 
position  called  conservation  specialist.  Although  the  purpose  for  the  reorganization  is  to  achieve  greater  effectiveness 
and  efficiency,  no  changes  in  existing  budgets  or  FTE  are  proposed.  It  is  planned  that  any  costs  savings  or  eliminated 
positions  will  be  used  elsewhere  in  the  department. 
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DEPARTMENT  OF  STATE  LANDS 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 

95  Biennium 

FTE 

358.27 

0.00 

358.27 

360.36 

0.00 

360.36 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Grants 
Transfers 

10,631,688 

12,610,674 

974,785 

5,000 

265,000 

241.042 

67,860 
0 
0 
0 
0 
0 

10,699,548 

12,610,674 

974,785 

5,000 

265,000 

241.042 

10,735,760 

9,062,886 

861,504 

5,000 

265,000 

166.088 

214,309 
0 
0 
0 
0 
0 

10,950,069 

9,062,886 

861,504 

5,000 

265,000 

166,088 

21,367,448 

21,673,560 

1,836,289 

10,000 

530,000 

4Q7J30 

21,649,617 

21,673,560 

1,836,289 

10,000 

530,000 

407,130 

Total  Costs 

$24,728,189 

$67,860 

$24,796,049 

$21,096,238 

$214,309 

$21,310,547 

$45,824,427 

$46,106,596 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 
Proprietary  Fund 

8,375,187 

9,011,872 

6,884,887 

456.243 

37,243 

19,086 

10,398 

1,133 

8,412,430 

9,030,958 

6,895,285 

457.376 

8,337,958 

5,358,279 

6,898,763 

501,238 

116,097 

61,936 

32,236 

4,040 

8,454,055 

5,420,215 

6,930,999 

505.278 

16,713,145 

14,370,151 

13,783,650 

957.481 

16,866,485 

14,451,173 

13,826,284 

962.654 

Total  Funds 

$24,728,189 

$67,860 

$24,796,049 

$21,096,238 

$214,309 

$21,310,547 

$45,824,427 

$46,106,596 

Agency  Description 

The  Department  of  State  Lands  (DSL)  has  four  basic  functions:  1)  management  of  the  lands  held  by  the 
state  in  trust  for  the  support  of  the  common  schools  and  other  institutions;  2)  regulation  of  mining 
conducted  on  private,  state,  and  federal  lands;  3)  fire  prevention  and  suppression  on  certain  private,  state, 
and  federal  lands;  and  4)  regulation  of  and  assistance  to  private  forest  land  owners.  The  State  Board 
of  Land  Commissioners,  comprised  of  the  Governor,  State  Auditor,  Attorney  General,  Superintendent  of 
Public  Instruction,  and  Secretary  of  State,  is  the  head  of  the  department  and  exercises  the  general 
authority,  direction,  and  control  over  the  care,  management,  and  disposition  of  state  lands  under  its 
administration.  Section  2-15-3201,  MCA,  provides  the  statutory  authority  for  the  department.  The 
Commissioner   of  State   Lands   is   the   chief  administrative   officer   of  the   board. 
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5501  Department  of  State  Lands 

Executive  Budget  Proposal 

Description 

Pg 

General 
Fund 

Fiscal  1994 
Other 
Funds 

Total 
Funds 

General 
Fund 

fiscal  iy»a 
Other 
Funds 

Total 
Funds 

$21,096,238 
$20,627,367 

-2.22% 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$8,375,187 
$8,139,961 

-2.81% 

$16,353,002 
$16,415,873 

0.38% 

$24,728,189 
$24,555,834 

-0.70% 

$8,337,958 
$7,794,968 

-6.51% 

$12,758,280 
$12,832,399 

0.58% 

House  Bill  2 

1  Reorgan.  and  Personnel  Reduction 

2  Repeal  State  Equalization  Payments 

3  Restructure  Trust  Oversight 

4  Eliminate  Forestry  Bureau  Chief 

5  Revise  Slash  Law  -  Funding  Switch 

6  Forestry  Division  Reduction 

7  Federal  Fire  Reimbursement 

House  Bill  2  Sub-Total 

1 
1 
4 
25 
25 
25 
25 

25 
ct 

(53,000) 

(17,772) 
(30,000) 
(69,121) 
(65,333) 

($235,226) 

69,121 
(6,250) 
$62,871 

(53,000) 

(17,772) 
(30,000) 

(65,333) 
(6,250) 

($172,355) 

(108,000) 
(265,000) 
(35,545) 
(45,000) 
(74,119) 
(15,326) 

($542,990) 

74,119 
$74,119 

(108,000 

(265,000 

(35,545 

(45,000 

(15,326 
($468,871 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

($235,226) 

6,250 
$6,250 

$62,871 

($172,355) 

($542,990) 

$74,119 

($468,871 

Revenue/Fund  Balance  Proposals 
8  Federal  Fire  Reimbursement 
Total  Revenue/Fund  Balance  Impa 

$0 

6,250 
$6,250 

$0 

$0 

$0 

Net  Impact 

($241,476) 

$62,871 

($178,605) 

($542,990) 

$74,119 

($468,871 

1)  Reorganization  and  Personnel  Reduction  -  The  Executive  proposes  a  reduction  of  1.50  FTE  in  fiscal  1994 
and  3.00  in  fiscal  1995  in  the  Central  Management  Division  for  a  general  fund  savings  of  $53,000  in  fiscal 
1994  and  $108,000  in  fiscal  1995.  Positions  to  be  eliminated  include  a  receptionist  and  an  information 
system  specialist.  If  the  duties  of  these  positions  are  assumed  by  current  positions,  those  positions  may 
be  upgraded  in  the  future.  At  the  time  this  analysis  was  written,  the  Executive  had  not  yet  identified 
the  third   position. 

2)  Repeal  State  Equalization  Payments  -  The  Executive  proposes  to  repeal  sections  77-1-501  through  77-1- 
507,  MCA  for  a  general  fund  savings  of  $265,000  in  fiscal  1995  and  beyond.  The  statutes  direct  the 
department  to  provide  payment  in  lieu  of  taxes  to  counties  where  state  land  is  more  than  six  percent  of 
the  total  county  acreage.  Sixty  percent  of  the  total  payment  received  by  a  county  must  go  to  elementary 
school  districts  and  forty  percent  to  the  county  road  fund.  Since  statute  provides  issuance  of  the  warrants 
to  the  counties  before  December  1,  the  Executive  Budget  contains  savings  only  for  fiscal  1995.  Since  1986, 
$265,000  has  been  appropriated  annually  as  payment  to  counties  in  lieu  of  taxes,  even  though  this  amount 
is  less  than  the  amount  required  by  the  statutory  formula.  The  department  apportions  the  amount 
appropriated  to  the  counties  based  on  a  percentage  of  the  amount  requested.  The  following  table  lists 
the  counties,  percentage  of  state-owned  land,  and  amounts  requested  and  received  since  calendar  1989. 
Since    1989,   the   percentage   paid   of  the   counties'   request  has   been   declining. 
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Table  1 

Department  of  State  Lands 

Equalization  Payments 

Calendar  1989  -  1992 

i__ 

— -1992— 

— State  Owned— 

— 1989- 

— 1990— 

— -199 

County 

Acreage  Percent 

Requested 

Paid 
$34,240 

Requested 
$38,482 

Paid 
$26,171 

Requested 
$38,799 

Paid 
$24,134 

Requested 
$37,680 

Paid 
$21,761 

Beaverhead 

343,748 

9.68 

$40,110 

Blaine 

181,823 

6.66 

8,230 

7,026 

7,151 

4,863 

5,335 

4,063 

6,460 

3,731 

Carter 

142,719 

6.73 

3,691 

3,151 

3,896 

2,650 

4,501 

2,667 

4,493 

2,595 

Chouteau 

268,161 

10.69 

93,725 

80,009 

118,560 

80,628 

128,636 

76,521 

129,675 

74,888 

Daniels 

221,046 

23.94 

50,799 

43,365 

105,080 

71,461 

142,946 

84,690 

151,381 

87,423 

Fallon 

67,416 

6.45 

655 

559 

1,072 

729 

1,278 

684 

1,111 

642 

Golden  Valley 

48,654 

6.45 

828 

710 

944 

642 

1,221 

573 

1,054 

609 

Hill 

156,674 

8.37 

42,191 

36,017 

21,510 

14,628 

21,013 

13,222 

37,854 

21,862 

Judith  Basin 

98,472 

8.18 

15,632 

13,344 

24,340 

16,553 

26,219 

15,364 

22,573 

13,036 

Lewis  &  Clark 

133,747 

6.03 

369 

315 

0 

0 

0 

0 

0 

0 

Liberty 

86,565 

9.40 

6,527 

5,572 

19,500 

13,261 

22,616 

13,384 

15,520 

8,963 

Musselshell 

76,724 

6.36 

668 

570 

602 

410 

499 

389 

1,168 

675 

Petroleum 

64,110 

6.07 

180 

154 

0 

0 

0 

0 

0 

0 

Powder  River 

140,920 

6.70 

2,002 

1,709 

4,001 

2,721 

4,249 

2,528 

4,864 

2,809 

Prairie 

76,699 

6.94 

2,938 

2,508 

2,812 

1,912 

2,364 

1,687 

2,846 

1,643 

Richland 

82,467 

6.24 

691 

590 

1,133 

771 

5,687 

548 

965 

558 

Teton 

105,508 

7.19 

9,753 

8,326 

10,732 

7,298 

10,102 

6,511 

10,993 

6,348 

Toole 

100,485 

8.05 

11,262 

9,614 

14,508 

9,867 

14,096 

8,445 

14,329 

8,275 

Valley 

214,687 

6.76 

14,850 

12,677 

9,806 

6,668 

10,142 

6,080 

10,095 

5,830 

Wheatland 

73,467 

8,00 

5,323 

4,544 

5,539 

3,767 

5,931 

3,510 

5,803 

3,352 

TOTAL 

2,684,092 

8.02% 

$310,424 

$265,000 

$389,668 

$265,000 

$445,634 

$265,000 

$458,864 

$265,000 

PERCENT  OF 

REQUEST 

PAID 

85% 

68% 

59% 

58% 

3)  Restructure  Trust  Oversight  -  The  Executive  proposes  to  eliminate  0.50  FTE  (land  management  program 
specialist)  in  fiscal  1994  and  1.00  FTE  in  fiscal  1995  in  the  Lands  Division  for  a  general  fund  savings 
of  $17,772  in  fiscal  1994  and  $35,545  in  fiscal  1995.  The  position  is  responsible  for  resource  development 
projects,  federal  farm  programs,  lease  cancellations,  and  recreational  access  issues.  If  these  duties  are 
assumed  by  a  current  position,  that  position  may  be  upgraded  in  the  future.  The  Executive  is  using  a 
$58,906  statutory  appropriation  to  fund  an  additional  1.00  FTE  and  operating  expenses  for  recreational 
access   issues   in   fiscal    1994. 

4)  Eliminate  Forestry  Bureau  Chief  -  The  Executive  proposes  to  eliminate  0.50  FTE  (resource  program 
manager)  in  fiscal  1994  and  1.00  FTE  in  fiscal  1995  in  the  Forestry  Division  for  a  general  fund  savings 
of  $30,000  in  fiscal  1994  and  $45,000  in  fiscal  1995.  The  bureau  chiefs  duties  are  to  supervise  the 
nursery  program.  If  these  supervisory  duties  are  assumed  by  a  current  position,  that  position  may  be 
upgraded   in   the   future. 

5)  Revise  Slash  Law  -  Funding  Switch  -  The  Executive  proposes  to  amend  timber  slash  and  debris 
statutes  sections  76-13-401  through  76-13-414,  MCA.  The  proposed  amendments  would  shift  compliance 
responsibility  from  the  department  to  the  landowner  or  operator.  Slash  clean-up  inspections  by  department 
personnel  would  be  replaced  with  affidavits  by  landowners  verifying  the  slash  clean-up.  The  hazard 
reduction  agreement  and  bonding  requirement  would  be  eliminated.  Revenue  from  increased  sale  of 
privately  owned  timber  would  replace  $69,121  general  fund  in  fiscal  1994  and  $74,119  in  fiscal  1995. 
Although   workload   would   be   reduced,    no   FTE   reductions   are   proposed. 
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Currently,  the  following  fees  pay  for  administration,  inspections,  and  enforcement  of  the  slash  program: 
1)  fire  hazard  reduction  agreement  -  $25.00;  2)  $0.60  per  1000  board  feet  (up  to  a  maximum  of  500,000 
board  feet);  3)  master  fire  hazard  reduction  agreement  -  actual  costs;  and  4)  for  each  contractor  with  a 
master  fire  hazard  reduction  agreement  -  $0.15  per  1,000  board  feet  (up  to  a  maximum  of  $20,000)  to 
be  deposited  in  the  forestry  extension   service   account  for  use   by  the   Montana  university  system. 

6)  Forestry  Division  Reduction  -  The  Executive  proposes  a  reduction  in  the  Forestry  Division  for  a  general 
fund  savings  of  $65,333  in  fiscal  1994  and  $15,326  in  fiscal  1995.  Vacancy  savings  would  generate  $7,986, 
operating  costs  would  be  reduced  $49,847,  and  equipment  would  be  reduced  $7,500  for  the  savings  in  fiscal 
1994.      Fiscal    1995   savings   are   $3,445   in   equipment   and   $11,881    in   operating   expenses. 

Since  fiscal  1994  is  the  base  year  for  developing  the  1997  biennium  budget,  the  1997  biennium  budget 
will   not   include   funding  for   any   services   eliminated   in   fiscal    1994. 

7    &    8)   Federal   Fire    Reimbursement   -   The   Executive    proposes    a   $6,250   reduction   in   the   $100,000   fiscal 

1994  federal  fire  reimbursement  appropriation.  Since  fiscal  1990,  the  department  has  received  federal 
spending  authority  for  a  portion  of  federal  funds  received  as  reimbursement  for  general  fund  the 
department  spent  in  assisting  federal  agencies  in  fighting  fires  on  lands  under  the  jurisdiction  of  the 
federal  government.  The  $6,250  is  an  estimate  of  the  amount  of  federal  reimbursements  received  to  date. 
Reduction   of  the  federal   appropriation  will   increase  revenue   deposits   to  the   general   fund. 

Department  personnel  state  that  additional  costs  are  incurred  when  administrators  spend  time  on  fire 
related  activities  and  additional  assistance  is  hired.  The  department  has  authority  to  spend  up  to  $100,000 
of  federal  reimbursement  revenue  to  pay  these  additional  costs.  Revenues  received  in  excess  of  the 
$100,000  are  then  deposited  to  the  general  fund.  In  fiscal  1993,  94.4  percent  of  the  department's  federal 
fire  reimbursement  appropriation  was  spent  for  personal  services.  The  department  has  $100,000  of  this 
authority  for  each  fiscal  year  of  the  1995  biennium.  No  reduction  is  proposed  to  the  $100,000  fiscal  1995 
appropriation.  These  appropriations  reduce  the  amount  of  deposits  to  the  general  fund  from  federal 
agencies  for  fire  suppression   reimbursements  by  up  to   $100,000   each  year.      See   issue   #1   below. 

9)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by 
OBPP  and  the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing 
the  rates  charged  for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation 
adjustments   may  affect  the  budget  for  this   agency. 

Other  Options  \  Issues 

1)  Federal  Fire  Reimbursements  -  In  the  January  1992  special  session,  the  Legislature  reduced  the 
department's  annual  $100,000  appropriation  by  $56,000  in  fiscal  years  1992  and  1993.  As  an  option,  the 
Legislature  might  consider  eliminating  the  annual  $100,000  federal  fire  reimbursement  appropriation  in  the 

1995  biennium,  instead  of  reducing  the  fiscal  1994  appropriation  by  $6,250  as  proposed  by  the  Executive 
(item  #7  above).  This  would  increase  deposits  to  the  general  fund  in  the  amount  of  the  federal 
reimbursements  up  to  $100,000  each  year.  However,  because  of  the  uncertainty  of  fire  suppression  costs, 
the  exact  increase  cannot  be  estimated.     Table  2  shows  the  variability  of  past  federal  fire  reimbursements. 
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2)  Fire  Suppression  Supplemental  -  The 
department  estimates  that  to  date 
$85,000  of  general  fund  has  been  spent 
on    fire    suppression    activities    in    fiscal 

1994  --  $65,000  for  fire  suppression  on 
state  land  and  $20,000  on  Forest 
Service  property.  Since  the  department 
is  not  appropriated  funds  in  anticipation 
of  fire  suppression  activities,  these 
expenditures  are  paid  from  general  fund 
appropriated  for  other  purposes  and  then 
reimbursed  in  a  supplemental 
appropriation.  Although  these  costs 
have  been  incurred,  the  Executive  is  not 
requesting    a    supplemental    appropriation 

in   the   special    session,    but   the    department 

1995  Legislature. 


Table  2 

Department  of  State  Lands 

Federal  Support  Fires 

it  Deposited 
neral  Fund 

$724,447 

1,050,621 

221,136 

800,642 

1,383,826 

24,673 

Fiscal  Year 

GF  Spent  on      Reimbursement     Amoui 
Federal  Fires       Spent  by  DSL         to  Ge 

1993 
1992 
1991 
1990 
1989 
1988 

$766,852                     $42,405 

1,093,567                      42,946 

266,428                        45,292 

837,696                      37,054 

1,383,826                                0 

24,673                                0 

anticipates   requesting   a    supplemental    appropriation    from    the 
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5603  00  00000 

DEPARTMENT  OF  LIVESTOCK 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 
95  Biennium 

FTE 

122.71 

0.00 

122.71 

123.71 

0.00 

123.71 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Benefits  and  Claims 
Transfers 

3,767,983 

1,517,156 

217,048 

16,376 

4,500 

(2,271) 

29,788 
0 
0 
0 
0 
0 

3,797,771 

1,517,156 

217,048 

16,376 

4,500 

(2.271) 

3,825,187 

1,531,492 

225,528 

16,375 

4,500 

(2,229) 

88,628 
0 
0 
0 
0 
0 

3,913,815 

1,531,492 

225,528 

16,375 

4,500 

(2,229) 

7,593,170 

3,048,648 

442,576 

32,751 

9,000 

(4,500) 

7,711,586 

3,048,648 

442,576 

32,751 

9,000 

(4,500) 

Total  Costs 

$5,520,792 

$29,788 

$5,550,580 

$5,600,853 

$88,628 

$5,689,481 

$11,121,645 

$11,240,061 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

452,026 

4,710,818 

357,948 

2,570 

25,330 

1,888 

454,596 

4,736,148 

359.836 

443,632 

4,795,946 

361,275 

7,446 

75,752 

5.430 

451,078 

4,871,698 

366,105 

895,658 

9,506,764 

719.223 

905,674 

9,607,846 

726,541 

Total  Funds 

$5,520,792 

$29,788 

$5,550,580 

$5,600,853 

$88,628 

$5,689,481 

$11,121,645 

$11,240,061 

Agency  Description 

The  Department  of  Livestock  is  responsible  for  the  control  and  eradication  of  animal  diseases,  preventing  the 
transmission  of  animal  disease  to  humans,  and  protecting  the  livestock  industry  from  theft  and  predatory  animals. 
The  department,  which  is  provided  for  in  section  2-15-3101,  MCA,  consists  of  the  Board  of  Livestock  and  its  appointed 
executive  secretary;  the  Livestock  Crimestopper's  Commission;  the  Pork  Research  and  Marketing  Committee;  and  the 
Beef  Research  and  Marketing  Committee.  The  department  is  organized  into  five  divisions:  Animal  Health, 
Centralized  Services,  Brands-Enforcement,  Diagnostic  Laboratory,  and  Meat,  Milk,  and  Egg  Inspection.  The  Board 
of  Livestock,  which  is  statutorily  the  head  of  the  Department  of  Livestock,  consists  of  seven  members  appointed  by 
the  Governor  and  confirmed  by  the  Senate  to  serve  six-year  terms. 
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5603  Department  of  Livestock 

Executive  Budget  Propc 

»sal 

Description                                                         Pg 

General 
Fund 

Other 
Funds 

$5,068,766 
$5,001,981 

-1.32% 

Total 
Funds 

$5,520,792 
$5,320,532 

-3.63% 

General 
Fund 

$443,632 
$122,482 

-72.39% 

Other 
Funds 

$5,157,221 
$4,866,847 

-5.63% 

Total 
Funds 

$5,600,853 
$4,989,329 

-10.92% 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$452,026 
$318,551 

-29.53% 

House  Bill  2 

1  Funding  Switch                                               1 

2  Indirect  Costs  Funding  Switch                    1 

3  Eliminate  Meat  &  Poultry  Inspection      10 

(45,600) 
(87,875) 

45,600 

0 

(112,385) 

(200,260) 

(45,108) 
(276,042) 

45,108 
0 

(335,482) 

(611,524 

House  Bill  2  Sub-Total 

($133,475) 

($66,785) 

($200,260) 

($321,150) 

($290,374) 

($611,524 

Other  Appropriation  Bills 

Total  Expenditure  Impact 

($133,475) 

($66,785) 

($200,260) 

($321,150) 

($290,374) 

($611,524 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Net  Impact 

($133,475) 

($66,785) 

($200,260) 

($321,150) 

($290,374) 

($611,524 

1)  Funding  Switch  -  The  Executive  proposes  to  replace  $45,600  of  general  fund  in  fiscal  1994  and  $45,108  in  fiscal 
1994  with  state  special  revenue  in  the  Centralized  Services  Program.  The  state  special  revenue  would  be  from  the 
inspection  and  control  and  the  animal  health  accounts  which  receive  funds  from  the  livestock  per  capita  tax,  milk  fees 
(established  by  House  Bill  516),  inspection/testing  fees,  livestock  licenses/permits,  a  Department  of  Fish,  Wildlife  and 
Parks  grant,  and  other  sources. 

On  January  15,  1993,  the  Board  of  Livestock  reduced  the  per  capita  tax  on  cattle  (which  accounts  for  88  percent  of 
per  capita  revenue)  from  $1.20  per  head  to  $1.08.   Currently  (October  1993),  the  per  capita  tax  is:  1)  cattle  -  $1.08; 

2)  sheep/goats  -  $0.21;  3)  horses/mules  -  $1.58;  4)  swine  -  $0.37;  5)  poultry  -  $0.01;  6)  bees  -  $0.21  (per  hive/board);  7) 
llamas  -  $2.00;  8)  bison  -  $2.00;  and  9)  domestic  ungulates  -  $2.00.  An  analysis  of  the  combined  available  fund  balance 
of  these  accounts  indicates  that  the  available  fund  balance  in  the  1995  biennium  is  declining  by  approximately 
$900,000  per  year  (Table  1).  Any  increase  in  appropriations  from  these  accounts,  without  increases  in  revenue,  would 
exacerbate  the  declining  balance. 
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Table  1 
Combined  Accounts 

Actual  Actual         Appropriated  Appropriated 

Fiscal  1992       Fiscal  1993       Fiscal  1994       Fiscal  1995 

5,372,341  4,682,076  4,987,753  3,924,223 


10,052,831  9,290,035  9,258,733  8,195,203 


Beginning  Balance 

Revenues 

Livestock  Taxes  2,612,600  2,466,542 

Inspection/Testing  fees  913,610  925,694 

Milk  Fees  0  0 

Livestock  License/Permits  512,796  531,747 

Interest  Earnings  296,703  220,323 

FWP  Grant  110,000  108,642 

Other  234,781  355,011 

4,680,490  4,607,959 

Total  Funds  Available 

Disbursements 
Central  Management 
Diagnostic  Laboratory 
Disease  Control 
Milk  &  Egg 
Inspection  &  Control 
Predator  Control 
Rabies  Control 
Meat  Inspection 
Budget  Modifications 
Pay  Plan 
Vacancy  Savings 
Long  Range  Building 

Total  Disbursements  3.996,755  4,293.578 

Adjustments  (1.374.000)  (8,704) 

Ending  Balance  4,682.076  4.987.753 

Deferred  Revenue  *  1.964.736  1.964.736 

Total  Fund  Balance  6.646.812  6.952.489 

Amount  of  Brand  Fees  Unavailable          1.746.331  1.528.040 

Available  Fund  Balance  4.900.481  5.424.449 


2,270,000 
870,000 
370,230 
140,000 
290,000 
110,000 
220,750 

4,270,980 


5.334.510 

0 

3.924.223 

1.964.736 

5.888.959 
1.309,749 
4,579,210 


2,270,000 
870,000 
370,230 
140,000 
290,000 
110,000 
220,750 

4,270,980 


419,582 

463,208 

492,636 

466,317 

518,835 

723,508 

780,722 

820,273 

490,809 

539,854 

574,837 

579,195 

0 

0 

161,802 

164,191 

2,204,132 

2,306,378 

2,303,854 

2,317,395 

349,117 

246,988 

310,969 

315,844 

14,280 

13,642 

0 

0 

0 

0 

5,050 

5,050 

0 

0 

242,489 

292,009 

0 

0 

24,692 

49,958 

0 

0 

(161,541) 

(164,328 

0 

0 

599,000 

599,000 

5.444.904 
0 
2.750.299 
1.964,736 
4.715,035 
1T091.458 
3,623,577 


*    Deferred  revenue  is  revenue  that  has  been  received  but  cannot  be  spent. 

**  Total  of  $2,416,464  collected,  net  $233,551  of  expenses  leaves  $2,182,913,  10%  of  which 

($218,291)  can  be  used  in  1991  and  each  of  the  succeeding  nine  years. 
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2)  Indirect  Costs  Funding  Switch  -  The  Executive  proposes  to  replace  federal  funds  of  $17,692  in  fiscal  1994  and 
$35,500  in  fiscal  1995  in  the  Centralized  Services  Program  with  state  special  revenue.  The  federal  funds  currently 
fund  indirect  costs  associated  with  federally  funded  activities  in  the  Meat  and  Poultry  Inspection  Program.  Since  the 
Executive  is  proposing  the  elimination  of  this  program  (see  #3  below),  these  federal  funds  would  not  be  available.  The 
state  special  revenue  would  be  from  the  inspection  and  control  and  the  animal  health  accounts  which  receive  funds 
from  the  livestock  per  capita  tax,  milk  fees  (established  by  House  Bill  516),  inspection/testing  fees,  livestock 
licenses/permits,  a  Department  of  Fish,  Wildlife  and  Parks  grant,  and  other  sources.  Note  comments  about  the 
declining  fund  balance  expressed  in  #1  above. 

Because  of  the  50/50  funding  split  in  the  Meat  and  Poultry  Inspection  Program,  both  federal  funds  and  state  special 
revenue  provide  indirect  support  for  the  program  by  funding  a  portion  of  the  Centralized  Services  Program.  Since 
the  Executive  is  proposing  elimination  of  the  program,  including  15.50  FTE,  indirect  support  of  the  program  provided 
by  the  Centralized  Services  Program  would  no  longer  be  needed.  However,  the  Executive  is  not  proposing  any 
decrease  in  indirect  cost  funding  for  the  Centralized  Services  Program.  If  the  Meat  and  Poultry  Inspection  Program 
is  eliminated,  the  Legislature  might  consider  reducing  both  federal  and  state  special  revenue  funding  in  the 
Centralized  Services  Program  by  up  to  $17,692  in  fiscal  1994  and  $35,500  in  fiscal  1995. 

3)  Eliminate  Meat  &  Poultry  Inspection  Program  -  The  Executive  proposes  to  eliminate  the  Meat  and  Poultry 
Inspection  Program  for  a  general  fund  savings  of  $87,875  in  fiscal  1994  and  $276,042  in  fiscal  1995.  Included  in  the 
elimination  is  the  reduction  of  4.65  FTE  in  fiscal  1994  and  15.50  FTE  in  fiscal  1995.  In  addition,  a  savings  of 
$112,385  other  funds  in  fiscal  1994  and  $335,482  in  fiscal  1995  is  proposed.  Sections  81-9-216  through  81-9-220  and 
81-9-226  through  81-9-236,  MCA,  would  have  to  be  repealed.  These  sections  define  the  Montana  Meat  and  Poultry 
Act  of  1987  created  by  House  Bill  814.  The  Executive  states  that  meat  inspection  services  would  be  continued  by  the 
U.S.  Department  of  Agriculture.  The  elimination  as  proposed  by  the  Executive  raises  points  for  Legislative 
consideration: 

A.  The  proposed  savings  by  the  Executive  is  the  net  of  program  appropriations  and  vacancy  savings 
allocations.  If  the  Legislature  eliminates  this  program,  the  reductions  to  House  Bill  2  should  also  result  in 
the  net  of  program  appropriations  and  changes  in  the  vacancy  savings  reductions. 

B.  The  Executive  proposal  for  fiscal  1995  includes  reductions  for  pay  plan  allocations  of  $5,145  general  fund 
and  $5,430  federal  funds.  Since  this  program's  pay  plan  funding  is  not  appropriated  in  House  Bill  2,  the 
Executive  proposes  to  increase  agency-wide  vacancy  savings  by  these  amounts.  As  an  alternative,  if  the 
Legislature  wishes  to  remove  these  funds,  it  might  consider  reducing  personal  services  in  the  Centralized 
Services  or  Diagnostic  Laboratory  programs. 

C.  Although  the  Executive  fiscal  1994  reductions  to  FTE  in  other  agencies  are  to  be  effective  January  1994 
(the  point  when  fiscal  1994  is  one-half  over),  the  Executive  is  only  removing  three-tenths  of  the  FTE  and  one- 
third  of  the  program's  fiscal  1994  budget.  If  the  Legislature  funds  positions  past  January  1994  and  the  agency 
terminates  employees  January  1,  1994,  the  Legislature  will  be  providing  funding  for  termination  payouts. 
If  the  Legislature  eliminates  one-half  of  the  FTE  and  budget  in  fiscal  1994,  7.75  FTE  would  be  eliminated  with 
savings  of  $109,499  general  fund  and  $138,512  other  funds. 

D.  As  proposed,  the  remaining  fiscal  1994  general  fund  and  state  special  revenue  appropriation  ($187,540) 
is  less  than  the  100  percent  match  required  for  the  amount  of  federal  authority  remaining  in  the  program 
($212,460). 

The  Meat  and  Poultry  Inspection  Program  was  created  by  House  Bill  814  in  the  1987  Legislature.  This  legislation, 
known  as  the  Montana  Meat  and  Poultry  Act  of  1987,  provided  for  state  certified  inspection  of  Montana  meat  products 
intended  for  the  retail  market.  The  program  began  operation  with  3.00  FTE  in  fiscal  1988.  The  1989  Legislature 
made  minor  changes  in  the  requirements  for  the  custom  slaughtering  exemption,  deleted  the  requirement  that  the 
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chief  meat  inspector  be  a  veterinarian,  and  expanded  the  program  to  13.00  FTE.  The  1991  Legislature  provided 
biennial  funding  of  $902,461  (half  general  fund  and  half  federal  funds),  but  rejected  a  budget  modification  for  4.00 
FTE  and  $337,548.  The  1993  Legislature  approved:  1)  a  budget  modification  for  2.00  FTE  and  $61,024  (half  general 
fund  and  half  federal  funds);  2)  a  budget  modification  for  $50,000  state  special  revenue  to  contract  with  the 
Department  of  Health  and  Environmental  Sciences  for  meat  inspections  at  the  retail  level;  and  3)  replaced  $5,050  of 
general  fund  with  state  special  revenue  to  be  derived  from  increased  annual  meat  establishment  license  fees. 
Subsequently,  the  department  increased  the  fee  for  a  slaughterhouse,  meat  packing  house,  or  meat  depot  license  from 
$5  to  $25.  At  the  beginning  of  calendar  1993,  the  program  had  licensed  9  slaughter/processing  plants,  20  processing 
plants,  44  federal  plants,  28  meat  depots,  and  158  custom  slaughtering  plants  and  had  conducted  609  compliance 
investigations.  Further  information  on  the  program  may  be  obtained  from  an  LFA  August  31,  1991  report  on  the 
program  presented  to  the  Legislative  Finance  Committee. 

4)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by  OBPP  and 
the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing  the  rates  charged 
for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation  adjustments  may  affect  the  budget 
for  this  agency. 


Department  of  Livestock 

C-15 


5706  00  00000 

DEPARTMENT  OF  NATURAL  RESOURCES  AND  CONSERVATION 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 
95  Biennium 

FTE 

244.42 

0.00 

244.42 

244.42 

0.00 

244.42 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Local  Assistance 
Grants 
Transfers 
Debt  Service 

8,195,081 
4,990,420 
218,664 
13,281,000 
205,000 
883,173 
(16,734) 
401.114 

58,988 
0 
0 
0 
0 
0 
0 
0 

8,254,069 
4,990,420 
218,664 
13,281,000 
205,000 
883,173 
(16,734) 
401,114 

8,213,836 

4,134,914 

187,540 

0 

205,000 

283,228 

(16,695) 

31.114 

178,765 
0 
0 
0 
0 
0 
0 
0 

8,392,601 

4,134,914 

187,540 

0 

205,000 

283,228 

(16,695) 

31,114 

16,408,917 

9,125,334 

406,204 

13,281,000 

410,000 

1,166,401 

(33,429) 

432,228 

16,646,670 

9,125,334 

406,204 

13,281,000 

410,000 

1,166,401 

(33,429 

432,228 

Total  Costs 

$28,157,718 

$58,988 

$28,216,706 

$13,038,937 

$178,765 

$13,2-17,702 

$41,196,655 

$41,434,408 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 
Expendable  Trust  Fund 

3,330,062 

11,304,543 

13,125,544 

397.569 

20,109 

33,793 

5,086 

0 

3,350,171 

11,338,336 

13,130,630 

397.569 

3,322,275 

8,505,584 

1,211,078 

0 

60,799 

102,627 

15,339 

0 

3,383,074 

8,608,211 

1,226,417 

0 

6,652,337 

19,810,127 

14,336,622 

397.569 

6,733,245 

19,946,547 

14,357,047 

397,569 

Total  Funds 

$28,157,718 

$58,988 

S28.216.706 

$13,038,937 

$178,765 

$13,217,702 

$41,196,655 

$41,434,408 

Agency  Description 

The  Department  of  Natural  Resources  and  Conservation  (DNRC),  provided  for  in  section  2-15-3301,  MCA, 
is  responsible  for  ensuring  the  wise  management,  development,  conservation,  and  use  of  some  of  Montana's 
natural  resources  in  a  manner  consistent  with  environmental  quality.  It  works  to  sustain  and  improve 
the  benefits  derived  from  our  water,  soil,  and  rangeland;  to  encourage  energy  conservation  and  the  use 
of  renewable  energy  resources;  and  to  make  certain  that  energy  facilities  and  water  projects  under  its 
jurisdiction  are  developed  with  minimum  adverse  environmental  effects.  The  department  directs  a  wide 
variety  of  programs   in   meeting  these   and   related   goals   and   objectives. 


Department  of  Natural   Resources   and   Conservation 


C-16 


Department  of  Natural   Resources   and   Conservation 


Dept.  Natural  Resources  &  Conservation 

Pg 

General 
Fund 

Executive  Budget  Proposal 

Description 

Fiscal  1994 
Other 
Funds 

Total 
Funds 

General 
Fund 

$3,322,275 
$3,002,676 

-9.62% 

Fiscal  1995  — 
Other 
Funds 

$9,716,662 
$9,766,662 

0.51% 

Total 
Funds 

$13,038,937 
$12,769,338 

-2.07% 

(28,535 

(39,341 

(3,425 

(96,658 

(75,390 
(26,250 

($269,599! 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$3,330,062 
$2,992,298 

-10.14% 

$24,827,656 
$24,831,406 

0.02% 

$28,157,718 
$27,823,704 

-1.19% 

House  Bill  2 

1  Restructure  Centralized  Services 

2  Restructure  Legal  Services 

3  Eliminate  Clean  Coal  Program 

4  Eliminate  Clean  Coal  Program 

5  Reduce  Water  Adjudication  Program 

6  Fund  Switch-USGS\  Groundwater  Svc 

7  Postpone  Lower  Missouri  EIS 

8  Eliminate  Position  in  Energy 

House  Bill  2  Sub-Total 

21 
21 
23 
24 
24 
24 
24 
26 

(13,924) 
(19,392) 
0 
(53,425) 
(48,328) 
(50,000) 
(126,445) 
(26,250) 

($337,764) 

0 

0 

(53,425) 

53,425 

0 

50,000 

(46,250) 

0 

$3,750 

(13,924) 
(19,392) 

(53,425) 

(48,328) 

(172,695) 
(26,250) 

($334,014) 

(28,535) 
(39,341) 
0 
(3,425) 
(96,658) 
(50,000) 
(75,390) 
(26,250) 

($319,599) 

0 
0 

(3,425) 

3,425 

0 

50,000 

0 

$50,000 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

($337,764) 

$3,750 

($334,014) 

($319,599) 

$50,000 

($269,599: 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Net  Impact 

($337,764) 

$3,750 

($334,014) 

($319,599) 

$50,000 

($269,599 

1)  Restructure  Centralized  Services  -  The  Executive  Budget  proposes  a  general  fund  personal  services 
reduction  of  $13,924  in  fiscal  1994  and  $28,535  in  fiscal  1995,  to  be  realized  through  elimination  of  1.0 
FTE  in  the  Centralized  Services  Division  in  mid-fiscal  1994.  The  eliminated  position  is  a  recently  vacated 
graphic  artist  technician  position,  which  is  no  longer  necessary  due  to  efficiencies  that  will  be  realized 
through  reorganization.   Current  graphic   arts   services  will  be   maintained. 

The  Division  has  combined  two  formerly  separate  bureaus  (graphic  arts  and  publications)  with  the 
department  information  function  and  created  a  new  Public  Information  Section.  This  section  has  been 
combined  with  the  former  data  processing  bureau,  now  called  the  Information  Technology  Bureau,  to  create 
efficiencies   through   the   consolidation   of  computer,   graphic   arts,   and   publications   functions. 

2)  Restructure  Legal  Services  -  This  proposal  would  reduce  general  fund  personal  services  by  $19,392  in 
fiscal  1994  and  $39,341  in  fiscal  1995,  through  elimination  of  1.0  FTE  in  Centralized  Services  in  mid-fiscal 
1994.  The  eliminated  FTE  is  an  attorney  position,  which  was  recently  vacated  when  the  incumbent 
transferred  to  another  attorney  position  in  the  Reserved  Water  Rights  Compact  Commission  funded  by  state 
special  revenue.  Prior  to  the  transfer,  the  incumbent  had  been  spending  the  majority  of  time  working 
on   Compact  Commission   issues. 

There  will  be  no  reduction  in  provision  of  legal  services  if  this  proposal  is  approved,  although  remaining 
Centralized  Services  attorneys  may  experience  increased  caseloads.     The  four  remaining  Centralized  Services 
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attorneys  provide  general  legal  counsel  to  all  agency  divisions,  although  each  specializes  in  one  area  of 
department  law.  However,  Oil  and  Gas  Division  retains  an  outside  attorney  to  deal  specifically  with  oil 
and  gas  issues,  and  the  Reserved  Water  Rights  Compact  Commission  now  has  two  staff  attorneys  due  to 
the   specific   and   increasing  demands   of  its   work. 

3  &  4)  Eliminate  the  Clean  Coal  Program  -  The  Executive  Budget  proposes  to  eliminate  the  clean  coal 
program  in  the  Conservation  &  Resource  Development  Division  (CARD),  and  use  those  funds  to  offset 
general  fund  in  the  Water  Resources  Division.  If  approved,  this  proposal  would:  1)  decrease  CARD's 
operating  expenses  and  state  special  revenue  funding  by  $53,425  in  fiscal  1994  and  $3,425  in  fiscal  1995; 
and  2)  facilitate  a  funding  switch  in  Water  Resources,  where  $50,000  of  RIT  reclamation  and  development 
funds  would  offset  a  similar  amount  of  general  fund  in  fiscal  1994,  and  $3,425  of  local  impact  account 
funds  would   offset   a   like   amount   of  general   fund   in   both   fiscal  years. 

It  would  not  be  necessary  to  use  local  impact  account  funds  in  Water  Resources  Division  to  achieve  a 
biennial  general  fund  reduction  of  $6,850  because:  1)  these  funds  are  currently  unspent  in  CARD  and  will 
remain  so  if  the  clean  coal  program  is  eliminated;  and  2)  all  unspent  local  impact  account  funds  revert 
to  the  school  equalization  account  (SEA),  thereby  reducing  the  amount  of  general  fund  transferred  to  the 
SEA   at   the   end   of  each   biennium. 

For  analysis  of  the  proposal  to  eliminate  the  clean  coal  program,  see  the  Long  Range  Planning  section 
(Section   F)   of  this   book. 

5)  Reduce  Water  Adjudication  Program  -  The  Executive  Budget  proposes  to  reduce  general  fund  by  $48,328 
in  fiscal  1994  and  $96,658  in  fiscal  1995  through  elimination  of  4.0  FTE,  beginning  January  1,  1994,  in 
the  water  rights  adjudication  program.  These  positions  are  water  rights  claims  examiners,  located  in 
regional  offices.  It  is  unknown  at  this  time  which  regional  offices  will  lose  adjudication  staff,  although 
2.0  of  the  4.0  FTE  proposed  for  elimination  are  currently  vacant.  The  department  is  attempting  to 
relocate  the   other  2.0   FTE   within  the   department  to   avoid   layoffs. 

By  reducing  claims  examination  services,  the  proposed  reduction  would  slow  down  the  rate  at  which  the 
DNRC  Water  Resources  Division  is  sending  examined,  pre-1973  water  rights  claims  to  the  Water  Court 
for  further  processing  and  adjudication.  There  is  currently  a  backlog  of  claims  awaiting  processing  because 
the  Water  Court  is  unable  to  process  them  at  the  same  rate  DNRC  examines  them,  due  in  part  to:  1) 
DNRC  historically  having  three  to  four  times  as  many  claims  examiners  as  the  Water  Court  has  water 
masters;  and  2)  objections  being  filed  with  the  Water  Court  on  approximately  40  percent  of  claims  included 
in   preliminary  decrees,   which   extend  the   amount  of  processing  time   needed. 

While  DNRC  has  records  on  the  number  of  claims  examined  each  year,  no  such  records  regarding  the 
number  of  claims  processed  each  year  are  available  from  the  Water  Court.  According  to  DNRC  records: 
1)  the  water  adjudication  program  has  examined  an  average  of  9,208  claims  per  year  for  the  past  three 
years,  which  required  an  average  regional  office  claims  examiner  FTE  level  of  18.04  (currently  there  are 
17.0);  2)  there  are  approximately  79,600  unexamined  claims  remaining;  2)  the  Water  Court  has  issued 
decrees   on   46   basins   (some   preliminary,   some   final),   which   include   approximately   99,957   claims. 

The  impact  of:  1)  slowing  down  the  examination  process;  and  2)  having  a  backlog  of  cases  is  unknown. 
However,  the  longer  it  takes  DNRC  to  examine  claims  increases  the  likelihood  of  losing  contact  with  the 
original  claimants,  whose  knowledge  regarding  historical  use  of  the  claim  is  invaluable  if  DNRC  has 
questions/concerns   about   the   claim. 

These  and  other  issues  are  currently  being  discussed  in  a  number  of  different  forums  including:  1)  the 
Water    Policy    Committee,    which    is    studying    the    implications    of   Senate    Bill    310,    passed    by    the    1993 
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Legislature,  allowing  persons  who  failed  to  file  a  claim  for  an  existing  water  right  by  the  cut-off  deadline, 
to  now  file  "late  claims"  for  those  water  rights;  and  2)  the  State  Water  Planning  Advisory  Council,  which 
is  discussing  the  accomplishments  of  the  adjudication  program,  the  impact  of  late  claims,  what  still  needs 
to  be  accomplished,  and  how  the  water  adjudication  program  and  its  needs  can  be  adjusted  to  best  serve 
Montanans. 

6)  Funding  Switch  -  USGS  Cooperative  Program  and  Groundwater  Services  -  The  Executive  Budget  proposes 
to  use  $50,000  each  year  of  Resource  Indemnity  Tax  (RIT)  tax  proceeds  appropriated  to  the  Montana 
Bureau  of  Mines  and  Geology  (MBMG)  for  the  Ground  Water  Assessment  program  to  offset  a  like  amount 
of  general  fund  in  the  Water  Resources  Division.  If  this  proposal  were  approved,  the  MBMG  budget  would 
reflect  a  state  special  revenue  reduction  of  $50,000  each  year  (see  Section  E  of  this  book),  while  the  Water 
Resources  Division  budget  would  show  a  $50,000  per  year  increase  in  state  special  revenue  along  with  a 
$50,000   per  year   general   fund   reduction. 

The  1991  Legislature  enacted  Senate  bill  95,  which  created  ground  water  characterization  and  monitoring 
programs,  to  be  established  and  administered  by  MBMG.  In  the  1993  biennium,  the  programs  were  funded 
with  various  temporary  fees.  Beginning  in  the  1995  biennium,  14.1  percent  of  the  RIT  tax  proceeds  up 
to  a  maximum  balance  of  $666,000  are  to  be  deposited  in  the  ground  water  assessment  account  each  year 
to  fund  the   ground  water  programs. 

As  of  September  30,  1993,  MBMG  has  expended  $65,000  of  funds  appropriated  for  the  Ground  Water 
Assessment  program.  Although  the  actual  RIT  tax  proceeds  will  not  be  distributed  to  MBMG  until  March 
1994,  other  current  unrestricted  funds  are  being  used  to  fund  the  program  until  March  when  they  will 
be  repaid.  The  MBMG  anticipates  spending  the  entire  ground  water  assessment  account  appropriation  in 
the    1995   biennium. 

If  the  Executive  Budget  proposal  were  approved,  the  $50,000  per  year  funding  switch  would  take  place 
in  DNRC  programs  currently  using  general  fund  to  partially  support  ground  water  activities,  such  as  the 
regional  offices  or  water  rights  programs  which:  1)  employ  groundwater  hydrologists;  2)  do  ground  water 
complaint  investigation  and  water  well  permitting;  and  3)  provide  administrative  and  technical  assistance 
for  the   water  well   and   other   ground   water   related   programs   in   the   Water   Resources   Division. 

7)  Postpone  the  Lower  Missouri  River  Environmental  Impact  Statement  (EIS)  -  The  Executive  Budget 
proposes  to  stop  work  on  the  final  Missouri  River  EIS  after  the  draft  EIS  is  completed  in  December,  1994. 
This  postponement  could  be  permanent  or  temporary,  but  would  allow  a  general  fund  reduction  of  $126,445 
in  fiscal  1994  and  $75,390  in  fiscal  1995  by  eliminating  2.0  FTE,  reducing  services,  and  using  RIT  water 
development  funds  currently  appropriated  for  the  final  EIS  to  offset  a  like  amount  of  general  fund  in  other 
Water  Resources  Division  programs.  A  statutory  change  would  be  required  if  the  proposal  is  accepted, 
either  to  extend  or  eliminate  the  statutorily  mandated  completion  date  of  December  31,  1994.  In  addition 
to  the  general  fund  reductions  realized  through  the  proposed  funding  switch,  $46,250  of  state  special 
revenue  from  the  Department  of  Fish,  Wildlife  and  Parks  currently  appropriated,  but  not  yet  spent,  in 
fiscal    1994   for  the   Missouri   River   EIS   would   be   returned. 

Table  1  shows  the  current  budget  for  the  Lower  Missouri  River  EIS,  as  approved  through  a  budget 
modification  by  the  1993  Legislature,  and  the  reductions  that  would  be  made  if  the  Executive  Budget 
funding  switch  were   approved. 
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Table  1 

Lower  Missouri  River  Reservation  EIS 

Cu 

Current 
Budget  94 

rrent  and  Proposed  Budget 

Proposed          Difference 
Budget  94            FY  94 

1.00                   (1.00) 

Current 
Budget  95* 

2.00 

Proposed 
Budget  95 

0.00 

Difference 
FY  95 

(2.00! 

FTE 

2.00 

Personal  Services 
Operating  Expenses 
Equipment 
TOTAL 

$68,869 

181,500 

0 

$250,369 

$31,174 

46,500 

0 

$77,674 

($37,695) 

(135,000) 

0 

($172,695) 

$74,250 

1,140 

0 

$75,390 

$0 

0 

$0 

($74,250 

(1,140! 

0 

($75,390: 

State  Special  Revenue  Funds 
RIT  Water  Development 
FWP  Funds 
TOTAL  FUNDING 

$204,119 

46,250 

$250,369 

$77,674 

0 

$77,674 

($126,445) 

(46,250) 

($172,695) 

$75,390 

0 

$75,390 

$0 
$0 

($75,390: 

0 

($75,390: 

^Personal  services  budget  includes  pay  plan  allocation  of 

$5,318 

The  Missouri  River  reservation  process  was  authorized  by  the  1985  Legislature.  The  department  expected 
to  complete  the  Lower  Missouri  EIS  and  contested  case  hearings,  along  with  printing  final  orders  of  the 
Board  of  Natural  Resources  and  Conservation  (BNRC),  in  the  1995  biennium.  Only  public  entities,  such 
as  conservation  districts  and  municipalities,  were  allowed  to  apply  for  water  rights  reservations  on  the 
Missouri  River.  Although  the  department  currently  has  enough  information  to  argue  a  case  with 
downstream  states  on  future  water  needs,  the  BNRC  will  not  issue  its  final  decree  regarding  declared 
water  reservations  until  the  final  Lower  Missouri  EIS  is  completed.  Because  conservation  districts  and 
municipalities  want  their  reservations  declared  by  the  BNRC,  they  may  oppose  action  to  terminate  or 
postpone  the   proceedings. 

8)  Eliminate  Position  in  Energy  Division  -  The  Executive  Budget  proposes  to  eliminate  1.0  FTE  (currently 
vacant)  supported  with  federal  funds  in  the  Conservation  Bureau  of  the  Energy  Division,  and  use  those 
funds  in  place  of  general  fund  to  support  1.0  FTE  in  the  Planning  and  Analysis  Bureau.  This  proposal 
would  reduce  general  fund  by  $26,250  per  year  through:  1)  reducing  Conservation  Bureau  personal  services 
by  $28,194  each  year  and  increasing  operating  expenses  by  $1,944  each  year;  2)  reducing  federal  funds 
in  the  Conservation  Bureau  by  $26,250  each  year;  and  3)  reducing  general  fund  and  increasing  federal 
funds   in   the   Planning  and  Analysis   Bureau   by  $26,250   per  year. 

The  position  proposed  for  elimination  is  an  Energy  Education  Specialist  funded  under  an  Energy  Extension 
Service  grant  from  the  U.S.  Department  of  Energy,  and  provides  the  following:  1)  energy  information 
services,  which  provide  free  energy  books,  pamphlets,  and  brochures  around  the  state;  2)  publications, 
developed  on  topics  such  as  irrigation  practices,  radon  mitigation,  moisture  control,  heat  pumps,  and  new 
efficient  construction  practices;  3)  energy  education  in  Montana  schools,  which  provides  teacher  training  and 
resources  throughout  Montana;  and  4)  the  Central  Business  District  Retrofit  Program,  which  is  in  the 
development  stage,  and  intends  to  combine  utility  demand-side  management  investments  with  local 
government  financial  and  administrative  resources.  These  services  will  no  longer  be  provided  if  this 
proposal  is  approved.  Instead,  DNRC  will  amend  the  federal  grant  plan  to  exclude  the  above  services  and 
include  the  Energy  Emergency  Preparedness  function,  which  is  currently  supported  with  general  fund  in 
the   Planning   and   Analysis   Bureau. 
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9)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by 
OBPP  and  the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing 
the  rates  charged  for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation 
adjustments   may   affect   the  budget   for  this   agency. 

Options/Issues 

1)  Funding  Switch  -  Use  RIT  Renewable  Resource  Funds  to  Offset  General  Fund  in  Water  Resources  or 
Centralized  Services  Division  -  It  may  be  possible  for  the  legislature  to  use  RIT  renewable  resource  funds 
to   offset   up   to   $300,000   of  general   fund   in   the   Water   Resources   and/or   Centralized   Services   Division. 

At  the  end  of  the  1993  regular  session,  the  renewable  resource  account  had  a  projected  ending  fund 
balance  of  $153,442.  Currently,  because  of  vacancy  savings  allocated  to  that  account,  there  is  a  projected 
ending  fund  balance  of  $308,006.  These  funds  may  be  available  to  offset  general  fund  in  either  or  both 
of  DNRC's  programs  with  general  fund:  Water  Resources  Division  and  Centralized  Services  Division.  Table 
2  shows  the  status  of  general  fund  appropriations  in  those  divisions,  assuming  the  Executive  Budget 
proposals   are   approved. 


Table  2 

General  Fund  Balance 

Water  Resources  and  Centralized  Services  Divisions 

After  Executive  Budget  Proposals 

1995  Biennium 

-Centralized  Services— 
FY  94               FY  95 

—Water  Resources— 
FY  94                FY  95 

HB  2  Balance  After  1993  Legislature 

Plus  Pay  Plan 

Less  Vacancy  Savings/Budget 

Balancing  Reductions 
Less  Executive  Budget 

Proposals 

ADJUSTED  GENERAL  FUND  TOTAL 

$851,245           $857,603 
4,104               12,760 
(32,908)            (34,300) 

(33,316)            (67,876) 
$789,125          $768,187 

$2,098,492 
12,772 
(133,532) 

(278.198) 
$1,699,534 

$2,107,599 

37,919 

(134,142 

(225,473: 
$1,785,903 

If  the  legislature  considers  this  option  to  reduce  general  fund  expenditures,  it  must  be  remembered  that 
the  current  projected  ending  fund  balance  in  the  renewable  resources  account  is  subject  to  revision  through 
possible  changes  made  to  the  RIT  tax  proceeds  and/or  interest  earnings  projections  when  the  Revenue 
Oversight   Committee   meets   prior  to   special   session. 
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Agency  Summary 

HB2 

Pay  Plan 

Total 

HB2 

Pay  Plan 

Total 

HB2 

Total 

Budget  Item 

Fiscal  1994 

Fiscal  1994 

Fiscal  1994 

Fiscal  1995 

Fiscal  1995 

Fiscal  1995 

95  Bienmum 

95  Biennium 

FTE 

97.26 

0.00 

97.26 

95.93 

0.00 

95.93 

Personal  Services 

2,972,055 

22,176 

2,994,231 

2,940,322 

65,283 

3,005,605 

5,912,377 

5,999,836 

Operating  Expenses 

1,824,182 

0 

1,824,182 

1,787,924 

0 

1,787,924 

3,612,106 

3,612,106 

Equipment 

244,389 

0 

244,389 

214,834 

0 

214,834 

459,223 

459,223 

Grants 

3,174,561 

0 

3,174,561 

2,320,434 

0 

2,320,434 

5,494,995 

5,494,995 

Transfers 

(2,663) 

0 

(2,663) 

(2.305) 

0 

(2,305) 

(4,968) 

(4,968; 

Total  Costs 

$8,212,524 

$22,176 

$8,234,700 

$7,261,209 

$65,283 

$7,326,492 

$15,473,733 

$15,561,192 

|  Fund  Sources 

General  Fund 

530,005 

3,459 

533,464 

458,724 

9,912 

468,636 

988,729 

1,002,100 

State  Revenue  Fund 

6,797,521 

14,205 

6,811,726 

5,995,716 

43,204 

6,038,920 

12,793,237 

12,850,646 

Federal  Revenue  Fund 

595,714 

3,179 

598,893 

521,013 

7,863 

528,876 

1,116,727 

1,127,769 

Proprietary  Fund 

223,438 

877 

224,315 

221,853 

2,960 

224,813 

445,291 

449,128 

Expendable  Trust  Fund 

65J46 

456 

66_J02 

63,903 

L344 

65,247 

125,749 

131,549 

Total  Funds 

$8,212,524 

$22,176 

$8,234,700 

$7,261,209 

$65,283 

$7,326,492 

$15,473,733 

$15,561,192 

Agency  Description 

The  Department  of  Agriculture,  required  by  Article  XII,  Section  1  of  the  Montana  constitution,  was  established  to 
encourage  and  promote  the  interests  of  agricultural  and  allied  industries  in  Montana.  It  collects  and  publishes 
agricultural  production  and  marketing  statistics  relating  to  agricultural  products;  assists,  encourages,  and  promotes 
the  organization  of  farmers'  institutes,  agricultural  societies,  fairs,  and  other  exhibitions  of  agriculture;  adopts 
standards  for  grade  and  other  classifications  of  farm  products;  coordinates  in  devising  and  maintaining  economical 
and  efficient  marketing  distributions  systems;  gathers  and  distributes  marketing  information  concerning  supply, 
demand,  price,  and  movement  of  farm  products;  and  administers  regulations  pertaining  to  production  and  marketing 
of  food  and  fiber  products. 
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Executive  Budget  Proposal 


Description 


Pg 


House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 


General 
Fund 

$530,005 
$476,659 

-10.07% 


Fiscal  1994   - 
Other 
Funds 

$7,682,519 
$7,682,519 

0.00% 


House  Bill  2 

1  Pesticide  Program  Reductions 
House  Bill  2  Sub-Total    


30 


(53,346) 
($53,346) 


Other  Appropriation  Bills 


Total  Expenditure  Impact 


($53,346) 


Revenue/Fund  Balance  Proposals 


Total  Revenue/Fund  Balance  Impact 


$0 


Net  Impact 


($53,346) 


$0 


Total 
Funds 

$8,212,524 
$8,159,178 

-0.65% 


(53,346) 
($53,346) 


General 
Fund 

$458,724 
$411,861 

-10.22% 


Fiscal  1995  — 
Other 
Funds 

$6,802,485 
$6,802,485 

0.00% 


(46,863) 
($46,863) 


$0 


($53,346)  ($46,863) 


$0 


$0 


$0 


($53,346) 


($46,863) 


$0 


$0 


$0 


Total 
Funds 

$7,261,209 
$7,214,346 

-0.65% 


(46,863 
($46,863 

($46,863 


$0 


($46,863 


1)  Pesticide  Program  Reductions  -  The  Executive  proposes  general  fund  savings  of  $53,346  in  fiscal  1994  and  $46,863 
in  fiscal  1995  in  the  Agricultural  Sciences  Program.  Program  reductions  are:  1)  $20,000  in  fiscal  1994  and  $13,517 
in  fiscal  1995  in  the  pesticide  retailer/homeowners  pesticide  and  pest  education  program.  These  funds  were 
appropriated  to  contract  with  the  Montana  Cooperative  Extension  Service  to  provide  pesticide  education.  The  services 
would  be  eliminated  in  fiscal  1994  and  reduced  by  over  half  in  fiscal  1995.  2)  $7,115  in  fiscal  years  1994  and  1995 
in  the  vertebrate  pest  program.  Fewer  field  trials  and  assessments  of  new  rodenticide  will  be  conducted  and  fewer 
field  demonstrations  of  rodenticide  provided.  3)  $26,231  in  fiscal  years  1994  and  1995  in  the  agricultural  chemical 
groundwater  program.  The  capability  of  contracting  with  the  universities  or  Bureau  of  Mines  to  study  and  investigate 
specific  groundwater  contamination  problems  will  be  lost. 

Since  fiscal  1994  is  the  base  year  for  developing  the  1997  biennium  budget,  the  1997  biennium  budget  will  not  include 
funding  for  any  services  eliminated  in  fiscal  1994. 

2)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by  OBPP  and 
the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing  the  rates  charged 
for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation  adjustments  may  affect  the  budget 
for  this  agency. 

Other  Options/Issues 

1)  Reorganization  -  The  department  has  recently  reorganized.  Reorganization  includes:  1)  movement  of  the  State 
Grain  Laboratory  Unit  to  the  State  Grain  Laboratory  Bureau  in  the  Agricultural  Development  Division;  2)  movement 
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of  the  Marketing  Bureau  to  the  Rural  Development  Bureau  in  the  Agricultural  Development  Division;  3)  movement 
of  the  Hail  Insurance  Unit  to  the  Rural  Development  Bureau  in  the  Agricultural  Development  Division;  4)  changing 
the  name  of  the  Agricultural  and  Biological  Sciences  Division  to  Agricultural  Sciences  Division;  5)  elimination  of  the 
Plant  Industry  Division;  6)  moving  the  Commodity  Services  Bureau  from  the  Plant  Industry  Division  to  the  Field 
Services  Bureau  in  the  Agricultural  Sciences  Division;  and  7)  moving  the  Specialized  Services  Bureau  from  the  Plant 
Industry  Division  to  the  Technical  Services  Bureau  in  the  Agricultural  Sciences  Division.  No  changes  to  FTE  or 
appropriated  budgets  were  proposed  in  the  Executive  Budget  as  a  result  of  this  reorganization. 
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Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB  2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 

95  BuTirinim 

FTE 

337.81 

0.00 

337.81 

338.81 

0.00 

338.81 

Personal  Services 

Operating  Expenses 

Equipment 

Local  Assistance 

Grants 

Transfers 

11,103,572 
19,763,459 

462,766 

1,968,750 

31,201,188 

142,932 

81,406 
0 
0 
0 
0 
0 

11,184,978 
19,763,459 

462,766 

1,968,750 

31,201,188 

142.932 

11,161,430 
19,119,307 

479,417 

2,067,187 

29,705,096 

143,454 

245,297 
0 
0 
0 
0 
0 

11,406,727 
19,119,307 

479,417 

2,067,187 

29,705,096 

143,454 

22,265,002 
38,882,766 

942,183 

4,035,937 

60,906,284 

286,386 

22,591,705 
38,882,766 

942,183 

4,035,937 

60,906,284 

286,386 

Total  Costs 

$64,642,667 

$81,406 

$64,724,073 

$62,675,891 

$245,297 

$62,921,188  $127,318,558  $127,645,261 

Fund  Sources 

1,529,947 
18,177,602 
30,580,413 
14.354.705 

6,940 
29,973 

4,423 
40.070 

1,536,887 
18,207,575 
30,584,836 
14.394.775 

1,529,587 
16,567,519 
31,037,629 
13.541.156 

21,197 

89,975 

13,093 

121.032 

1,550,784 
16,657,494 
31,050,722 
13,662.188 

3,059,534 
34,745,121 
61,618,042 
27,895,861 

3,087,671 
34,865,069 
61,635,558 
28,056,963 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 
Proprietary  Fund 

Total  Funds 

$64,642,667 

$81,406 

$64,724,073 

$62,675,891 

$245,297 

$62,921,188  $127,318,558  $127,645,261 

Agency  Description 

The  Department  of  Commerce  is  responsible  for  encouraging  and  promoting  commerce-related  activities  in 
Montana  through  programs  in  four  major  areas:  1)  economic  development  and  promotion,  which  includes 
the  Business  Development  Division,  Pacific  Rim  and  Canadian  Trade  Offices,  Montana  Promotion  Division, 
Montana  Health  Facility  Authority,  Board  of  Investments,  Montana  Science  and  Technology  Alliance,  and 
the  Office  of  Research  &  Information  Services;  2)  assistance  to  local  governments,  which  includes  the  Local 
Government  Assistance  Division,  Community  Technical  Assistance  Program,  Community  Development  Block 
Grant  Program,  Hard  Rock  Mining  Board,  Coal  Board,  and  Local  Government  Audit  and  Systems  Programs; 
3)  public  safety,  which  includes  programs  responsible  for  activities  related  to  public  safety;  and  4)  assistance 
to  individuals,  which  includes  programs  for  Professional  and  Occupational  Licensing,  Milk  Control,  Weights 
and  Measures,  Building  Codes,  Financial  Institutions  Division,  and  the  Board  of  Horse  Racing.  Assistance 
to  individuals  is  also  provided  through  the  Board  of  Housing,  Consumer  Affairs  Unit,  and  Section  8 
housing  programs.  The  Montana  Lottery  and  the  Coordinator  of  Indian  Affairs  programs  are  also  in  the 
department. 
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Executive  Budget  Proposal 


Description 


Pg 


Fiscal  1994 

General  Other  Total 

Fund  Funds  Funds 


General 
Fund 


Fiscal  1995 
Other 

Funds 


Total 
Funds 


House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

House  Bill  2 

1  Economic  Development  Reorganization  51 

2  Transfer  Audit  \  Review  to  OLA  62 

House  Bill  2  Sub-Total 


$1,529,947       $63,112,720       $64,642,667         $1,529,587       $61,146,304       $62,675,891 
$1,419,947       $63,112,720       $64,532,667         $1,419,587       $60,877,381       $62,296,968 

-7  19%  0.00%  -0.17%  -7.19%  -0.44%  -0.60% 


(110,000) 
0 

($110,000) 


Other  Appropriation  Bills 
3 
Total  Expenditure  Impact 


($110,000) 


Revenue/Fund  Balance  Proposals 
4 
Total  Revenue/Fund  Balance  Impact 


$0 


Net  Impact 


($110,000) 


(110,000) 


(110,000) 
0 


0 
(268,923) 


(110,000 
(268,923 


$0  ($110,000)  ($110,000)  ($268,923)  ($378,923 


$0  ($110,000)         ($110,000)         ($268,923)         ($378,923 


$0 


$0 


$0 


$0 


$0 


$0 


($110,000)  ($110,000)  ($268,923)  ($378,923 


1)  Economic  Development  Reorganization  -  The  former  Business  Development  Division  is  being  reorganized 
into  the  "Economic  Development  Division,"  which  puts  a  new  emphasis  on  economic  development  activities. 
As  part  of  this  reorganization,  the  Executive  Budget  proposes  a  reduction  of  1.0  FTE  and  $110,000  general 
fund  each  year  ($57,022  in  personal  services  and  $52,978  in  operating  expenses)  through  elimination  of  the 
administrator's  position  (which  is  currently  vacant)  and  general  reductions  in  operational  costs.  There  is 
no  anticipated  loss  of  services  associated  with  this  proposal.  The  department  Director  and  Deputy  Director 
will   assume   management   duties   in   this   division. 

2)  Transfer  Local  Government  Audit/Review  Program  to  the  Office  of  the  Legislative  Auditor  -  The 
Executive  Budget  proposes  to  transfer  the  Local  Government  Audit  and  Review  programs  to  the  Office  of 
the  Legislative  Auditor  (OLA)  effective  July  1,  1994,  in  order  to  consolidate  audit  and  audit  review 
functions  in  one  state  agency.  Statutory  changes  would  be  necessary.  There  are  no  general  fund  savings 
associated  with  this   proposal. 

The  current  Local  Government  Services  Division  (LGSD)  has  three  functions:  1)  the  audit  function,  which 
provides  for  audits  of  local  government  entities,  either  through  a  private  CPA  firm  or  by  performing  the 
audit  itself  after  being  awarded  the  contract  through  a  competitive  bidding  process;  2)  the  review  function, 
which  reviews  all  audits  performed  on  local  governments  and  local  government's  response  to  management 
letters  contained  in  the  audits;  and  3)  the  systems  function,  which  maintains  the  uniform  budgeting, 
accounting,  and  reporting  system  (BARS)  for  local  governments  and  provides  technical  assistance  to  local 
governments   as   requested. 
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Two  of  these  functions  collect  fees  from  local  governments  and  deposit  them  in  a  proprietary  account  to 
support  agency  operations:  1)  the  audit  function  charges  an  hourly  rate  for  department  completed  audits; 
and   2)   the   systems   function   charges   local   governments   an   annual   maintenance   fee   for   the   BARS. 

Fees  collected  by  the  audit  and  systems  functions  are  insufficient  to  support  program  costs,  so  general  fund 
is  used  to  support  costs  that  cannot  be  billed  to  local  governments.  For  example,  the  audit  function 
provides  audit  subsidies  and  free  audit  work  to  communities  that  cannot  afford  to  purchase  required  audit 
services;  and  both  programs  provide  technical  assistance  to  local  government  entities  free  of  charge,  while 
the  audit  program   also   provides  free  technical   assistance   to   private   CPA  firms. 

The  Executive  Budget  proposal  would  transfer  the  audit  and  review  functions  of  the  LGSD  to  the  OLA, 
while  the  systems  function  would  be  retained  at  the  Department  of  Commerce.  Table   1   shows  the  net 

impact  of  this   proposal   on  the   LGSD   fiscal    1995   FTE   and  budget. 


Table  1 

Impact  on  Local  Government  Services  Division 

Audit/Review  and  Systems  Functions 
Upon  Transfer  of  Audit/Review  to  OLA 

Fiscal  1995 

Audit  /Review 

„ 

Systems  Function 



Current 
Commerce 

Proposed 
OLA 

Audit/Review  Reduction 
Realized  Through 
Transfer  to  OLA 

Additional  FTE  & 
Current     Proposed           Program  Cost 
Commerce  Commerce            in  Systems 

Vacancy  Savings/Budget 

Balancing  Reduction 

from  Audit/Review 

Retained  at  Commerce 

Net  FTE/Program 
Cost  Reduction  in  LGSD 

Through  Transfer 
Of  Audit/Review  to  OLA 

FTE 

26.5 

17.00 

(9.50) 

2.50 

3.50                         100 

(8.50) 

Personal  Services 
Operating 
Equipment 
Transfers 

$878,822 

288,749 

9,420 

98.515 

531.107 

198,817 

9.420 

5.072 

(347,715) 

(89.932) 

0 

(93.443) 

$113,360 

57,482 

0 

52.625 

$163,381                  $50,021 

147,414                    89,932 

0                              0 

146.068                    93.443 

$28,771 
0 
0 
0 

($268,923) 
0 
0 
0 

TOTAL  COSTS 

$1,275,506 

$744,416 

($531.090) 

$223,467 

$456,863                $233,396 

$28.771 

($268,923) 

General  Fund 
Proprietary  Funds 

$98,515 
1.176.991 

$0 
744.416 

($98,515) 
(432.575) 

$53,274 

170,193 

$146,068                  $92,794 
310.795                 140.602 

$5,721 
23.050 

$0 
(268.923) 

TOTAL  FUNDS 

$1,275,506 

$744,416 

($531,090) 

$223,467 

$456,863                $233,396 

$28,771 

($268,923) 

The  Executive  Proposal  has  two  components:  1)  the  transfer  of  "reduced"  audit  and  review  functions  to 
the  OLA;  and  2)  maintaining  an  "enlarged"  systems  function  at  the  Department  of  Commerce.  Although 
all   of  the  details   of  the   proposed   transfer  are  unavailable,   there   are  concerns  regarding  each  component. 

The  systems  function  at  the  Department  of  Commerce  would  be  enlarged  by  1.0  FTE  and  $233,396  in 
fiscal  1995.  This  spending  authority  includes  an  additional  $92,794  general  fund  and  an  additional  $47,808 
of  proprietary  funds. 

If  the  legislature  approves  the  Executive  Budget  proposal  to  enlarge  the  systems  function,  it  may  want 
to  consider  eliminating  general  fund  support  of  that  function  and  increasing  fees  charged  to  local 
governments   to   cover  program    costs. 

3)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by 
OBPP  and  the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing 
the  rates  charged  for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation 
adjustments   may  affect  the  budget  for  this   agency. 
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Other  Options/Issues 

1)  Local  Government  Services  Division  (LGSD)  -  The  legislature  may  choose  to  leave  the  LGSD  in 
Commerce  as  it  currently  exists.  If  the  legislature  chooses  not  to  transfer  the  audit/review  function  of 
LGSD  to  the  OLA,  and  retain  the  current  budget  and  number  of  FTE  in  the  systems  function,  general 
fund  could  be  decreased  by  $173,527  in  the  1995  biennium  if  fees  charged  to  local  governments  were 
increased   to  cover  program  costs   effective  January   1,    1994. 

Table   2   shows  the  current  budgets  for  the   Local   Government  Services   Division   programs. 


Table  2 
Local  Government  Services  Budget 

1995  Biennium 


-Fiscal  1994- 


Audit 


Review 


Systems 


HB2  Vacancy    ADJUSTED 

TOTAL      Pay  Plan      Savings         TOTAL 


General  Fund  $97,400  $0  $53,220      $150,620  $0 

Proprietary  Funds         953.700        211.036  170.213     1.334.949  7.247 

$1,051,100      $211,036  $223,433  $1,485,5169        $7,247 


($5,702)       $144,918 

(44,542)      LJ297.654 

($50,244)   $1.442.572 


-Fiscal  1995- 


General  Fund 
Proprietary  Funds 


$98,515 

964.979 

$1,063,494 


$0 

212,012 

$212,012 


$53,274      $151,789 

170,193     1.347.184 

$223,467  $1.498.973 


$0         ($5,721)       $146,068 

21.598         (44,648)      1.324.134 

$21,598      ($50,369)   $1.470.202 


The  department  states  it  will  use  $90,000  of  general  fund  in  fiscal  1994  to  pay  termination  costs 
associated  with  the  early  retirement  of  four,  long-time  management  level  employees.  The  general  fund 
savings  of  $173,527  is  calculated  by:  1)  reducing  the  adjusted  fiscal  1994  general  fund  total  by  $90,000 
for  the  early  retirement  payouts;  2)  dividing  the  remaining  fiscal  1994  adjusted  general  fund  in  one-half; 
and  3)  adding  the  one-half  of  adjusted  fiscal  1994  general  fund  ($27,459)  to  all  of  the  fiscal  1995  general 
fund   ($146,068). 

2)  Funding  Switch  -  International  Trade  Program  -  The  legislature  could  reduce  general  fund  by 
approximately  $68,000  over  the  biennium  by  using  accommodations  tax  revenue  to  replace  general  fund  in 
the  International  Trade  program.  This  would:  1)  make  the  total  accommodations  tax  appropriation  for  the 
International  Trade  program  in  the  1995  biennium  equal  to  the  amount  of  accommodations  tax  revenue 
expended  by  the  program  in  the  1993  biennium;  and  2)  continue  action  taken  during  the  January  1992 
special  session  when  the  legislature  replaced  $39,000  per  year  of  general  fund  in  the  International  Trade 
program  with   accommodations  tax  funds. 

The  general  fund  savings  available  through  this  option  is  dependent  upon  the  funding  switch  being 
retroactive  to  the  beginning  of  fiscal  1994.  If  not,  the  biennial  general  fund  savings  would  be  reduced 
to:  1)  $51,000  if  the  funding  switch  were  implemented  in  mid-fiscal  1994;  and  2)  $34,000  if  it  were 
effective   at  the  beginning  of  fiscal   1995. 
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Table    3    shows    the    International    Trade    program:     1)    expenditures    in    the     1993    biennium;    2)    current 
appropriations  in  the    1995   biennium;   and   3)    1995   biennium   appropriations   if  this   option   were   approved. 


Table  3 
international  Trade 

Program 

ROPR1ATIONS 

Fiscal  1995 
Proposed 

General  Fund  Savings 
Fiscal  1994   Fiscal  1995 

$34,210            $33,889 

1993  Bienniun 

Fiscal  1992 
Expenditures 

i  Expenditures 

Fiscal  1993 
Expenditures 

$133,747 

56.960 

198.889 

150.000 

3,605 

$543,201 

1995  Biennium 

Current  FY  94 
Appropriation 

$143,561 

0 

165.000 

90.000 

0 

$398,561 

Appropriations 

Current  FY  95 
Appropriation 

PROPOSED  APP 

Fiscal  1994 
Proposed 

General  Fund                                                       $153,568 

State  Special  Revenue  Funds 
Private  Funds                                                       45.818 
Accomodations  Tax                                           199.210 
Growth  Through  Ag                                         161.500 

Federal  Small  Business  Dev.  Funds                 5,000 

TOTAL                                                                    $565,096 

$143,561 

0 

165.000 

90,000 

0 

$398,561 

$109,351 

0 

199.210 

90.000 

0 

$398,561 

$109,672 

0 

198.889 

90.000 

0 

The  Department  of  Commerce  receives  90  percent  of  accommodations  tax  receipts  after  the  Department  of 
Revenue  withholds  reimbursement  for  in-state  lodging  costs  paid  by  state  agencies.  Of  Commerce's 
allocation,  25  percent  is  distributed  to  regional  non-profit  tourism  groups.  The  remaining  75  percent  of 
Commerce's  allocation  is  to  be  used  for  tourism  promotion  and  promotion  of  the  state  as  a  location  for 
motion   pictures   and  television   commercials. 

While  all  of  Commerce's  projected  accommodations  tax  receipts  are  appropriated  (for  the  International  Trade 
program  and  Montana  Promotions  Division),  the  funding  switch  proposed  in  this  option  could  come  out  of 
the  Montana  Promotion  Division's  appropriation  as:  1)  that  program  can  increase  its  appropriation  if  tax 
receipts  are  greater  than  projected;  and  2)  the  amount  distributed  to  local  governments  cannot  be  reduced 
under  current  law.  (For  information  on  an  additional  option  regarding  the  accommodations  tax,  please  see 
analysis   on   Department   of  Fish,   Wildlife   and   Parks.) 

Table  4  compares  Montana  Promotion  Division's  appropriation  with  expenditures  by  fund  source  for  the  past 
four  years. 


Table  4 

Montana  Promotion  Division 

Appropriations,  Expenditures,  and  Funding 

Fiscal  1990 

Fiscal  1991 

Fiscal  1992 

Fiscal  1993 

Expenditures 
Total  Appropriated  Funds 
Expenditures  Above  Appropriatior 
TOTAL  EXPENDED  FUNDS 

$4,705,978 

455.494 

$5,161,472 

$4,721,392 
1,016.374 

$5,737,766 

$5,834,060 
1,103^946 

$6,938,006 

$6,169,328 

1.218.704 

$7,388,032 

Funding 

Accomodations  Tax 
Private  Funds 
TOTAL  FUNDING 

$4,982,575 

178.897 

$5.161.472 

$5,438,789 

298,977 

$5,737,766 

$6,624,784 
313.222 

$6,938,006 

$7,055,576 

332,456 

$7,388,032 
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MONTANA  ARTS  COUNCIL 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 

95  Biennium 

FTE 

9.97 

0.00 

9.97 

9.97 

0.00 

9.97 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 
Transfers 

294,807 

445,486 

1,520 

659,181 

(647) 

2,633 
0 
0 
0 
0 

297,440 

445,486 

1,520 

659,181 

(647) 

293,106 

279,129 

0 

17,870 

(623) 

7,344 
0 
0 
0 
0 

300,450 

279,129 

0 

17,870 

(623J 

587,913 

724,615 

1,520 

677,051 

(1.270) 

597,890 

724,615 

1,520 

677,051 

(1.270 

Total  Costs 

$1,400,347 

$2,633 

$1,402,980 

$589,482 

$7,344 

$596,826 

$1,989,829 

$1,999,806 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

128,825 
321,173 
950J349 

698 

761 

1,174 

129,523 
321,934 
951,523 

123,903 
213,667 
251.912 

1,960 
2,121 
3,263 

125,863 
215,788 
255.175 

252,728 

534,840 

1.202.261 

255,386 

537,722 

1,206,698 

Total  Funds 

$1,400,347 

$2,633 

$1,402,980 

$589,482 

$7,344 

$596,826 

$1,989,829 

$1,999,806 

Agency  Description 

The  Montana  Arts  Council,  authorized  by  section  22-2-101,  MCA,  cooperates  with  public  and  private  institutions 
engaged  in  artistic  and  cultural  activities.  It:  1)  recommends  appropriate  methods  to  encourage  participation  in  and 
appreciation  of  the  arts;  2)  fosters  interest  in  the  state's  cultural  heritage;  3)  expands  the  state's  cultural  resources; 
and  4)  encourages  and  assists  freedom  of  artistic  expression  through  on-going  programs  and  council  initiated  projects. 
The  council  administers  the  Cultural  and  Aesthetic  Projects  Advisory  Committee  authorized  in  section  22-2-302,  MCA. 
This  committee  reviews  all  proposals  for  cultural  and  aesthetic  project  grants  and  presents  its  recommendations  to 
the  legislature.   Grant  proposals  approved  by  the  legislature  are  administered  by  the  Arts  Council. 
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Executive  Budget  Proposal 


Description 


Pg 


House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 


Other  Appropriation  Bills 


Total  Expenditure  Impact 


Revenue/Fund  Balance  Proposals 


Total  Revenue/Fund  Balance  Impact 
Net  Impact 


General 
Fund 


Fiscal  1994  • 
Other 
Funds 


Total 
Funds 


General 
Fund 


Fiscal  1995 
Other 
Funds 


House  Bill  2 

1  Japanese  Translator  Contract  (2,500) 

2  Artists  in  Schools  Clerical  Support  (2,500) 

3  Professional  Development  Training  (2,000) 

4  Underwriting  Community  Arts  Events  (1,750) 

5  Honorariums  for  Panelists  1,650 

6  Governor's  Arts  Awards  in  FY94  (5,000) 

House  Bill  2  Sub-Total ($12,100) 


($12,100) 


$0 


($12,100) 


$0 


(2,500) 
(2,500) 
(2,000) 
(1,750) 
1,650 
(5,000) 

($12,100) 


(2,123) 
(2,500) 
(2,000) 
(1,750) 
2,850 


($5,523) 


$0 


J$12,100) 


($5,523) 


$0 


$0 


$0 


$0 


($12,100) 


($5,523) 


$0 


$0 


$0 


$0 


Total 
Funds 


$128,825        $1,271,522        $1,400,347  $123,903  $465,579  $589,482 

$116,725        $1,271,522        $1,388,247  $118,380  $465,579  $583,959 

-9.39%  0.00%  -0.86% -4.46% 0.00% ±-94% 


(2,123 
(2,500 
(2,000 
(1,750 
2,850 


($5,523 


($5,523 


$0 


($5,523 


1)  Japanese  Translator  Contract  -  The  Arts  Council  uses  federal  funds  to  contract  with  a  translator  when  Kumomoto 
artists  come  to  Montana  for  an  art  exchange.  It  is  anticipated  that  exchanges  will  not  occur  in  fiscal  1994,  but  they 
will  continue  in  fiscal  1995.  If  this  translator  budget  is  eliminated  in  fiscal  1994  and  reduced  in  fiscal  1995,  the 
unexpended  federal  funds  would  replace  general  fund  in  general  operations  for  a  savings  of  $2,500  and  $2,123  in 
respective  years. 

2)  Artists  in  Schools  Clerical  Support  -  Federal  funds  for  an  unfilled  temporary  secretarial  position  for  the  artists  in 
the  schools  program  are  budgeted  for  the  1995  biennium.  Elimination  of  the  position  will  allow  the  federal  funds  to 
be  used  for  general  operations,  saving  general  fund  of  $2,500  each  year. 

3)  Professional  Development  Training  -  The  Arts  Council  budget  for  the  1995  biennium  includes  federal  funds  for 
total  quality  management  training,  but  these  funds  have  not  been  expended.  Elimination  of  this  training  will  allow 
the  federal  funds  to  be  used  for  operations,  saving  general  fund  of  $2,000  each  year. 

4)  Underwriting  Community  Arts  Events  -  The  Arts  Council  underwrites  community  artistic  events  by  providing 
assistance  to  communities  that  may  not  be  financially  able  to  sponsor  an  event.  Since  the  funds  have  not  been 
expended,  elimination  of  this  subsidy  will  save  general  fund  of  $1,750  annually.  This  is  the  only  proposal  that  reduces 
general  fund  and  operations  directly  rather  than  through  the  elimination  or  reduction  of  federally  funded  programs. 
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5)  Honorariums  for  Panelists  -  The  Arts  Council  uses  seven  or  eight  panels  to  make  recommendations  for  federal 
grants  awards.  Federal  funds  have  been  used  to  pay  out-of-state  panelists  since  fiscal  1989,  but  in-state  panelists 
have  not  been  paid.  Although  this  issue  was  not  presented  to  the  1993  Legislature,  the  Executive  Budget  now 
proposes  paying  in-state  panelists  at  a  general  fund  cost  of  $1,650  in  fiscal  1994  and  $2,850  in  fiscal  1995.  The 
panelists  would  actually  be  paid  with  federal  funds  that  currently  support  general  operations,  thus  resulting  in  a  need 
for  increased  general  fund  in  the  operating  budget. 

6)  Governor's  Arts  Awards  in  Fiscal  1994  -  The  Executive  Budget  proposes  reducing  federal  expenditures  for  the 
Governor's  Awards  for  the  Arts  in  even-numbered  years  when  one  artist  is  honored  for  lifetime  achievement.  The 
federal  funds  would  then  replace  general  fund  in  operations  in  fiscal  1994  for  a  savings  of  $5,000.  The  Arts  Council 
would  attempt  to  replace  the  federal  funds  with  revenue  from  private  sponsorship  and  increased  ticket  prices.  The 
ceremony,  which  honors  several  recipients  in  various  categories,  is  held  in  odd-numbered  years  and  would  not  be 
affected  by  this  proposal. 

7)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by  OBPP  and 
the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing  the  rates  charged 
for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation  adjustments  may  affect  the  budget 
for  this  agency. 

Other  Options/Issues 

The  1993  Legislature  appropriated  general  fund  (including  pay  plan)  of  $129,523  in  fiscal  1994  and  $125,863  in  fiscal 
1995  for  the  operation  of  the  Montana  Arts  Council.  For  the  1995  biennium  the  Arts  Council  administers:  1)  federal 
grants  of  $1.2  million;  and  2)  the  cultural  and  aesthetic  projects  funded  by  legislative  appropriations  of  $1.3  million 
in  interest  from  a  non-expendable  trust,  which  is  created  through  an  allocation  of  coal  severance  tax. 

General  fund  could  be  replaced  in  two  ways,  as  discussed  below.  Implementation  of  either  alternative  would  require 
that  the  legislature:  1)  amend  the  statutory  purpose  of  the  trust  in  section  15-35-108(3)(j),  MCA  to  include  the 
operating  expenses  of  the  Arts  Council;  and  2)  amend  section  22-2-304(2),  MCA  to  allow  appropriations  for  operating 
expenses. 

1)  Arts  Council  General  Fund  Replacement  -  One  alternative  to  the  Executive  Budget  proposal  is  replacement  of  all 
general  fund  with  cultural  and  aesthetic  project  funds,  resulting  in  a  general  fund  savings  of  $255,386  for  the 
biennium.  Funds  available  for  grants  would  decrease  from  the  $1,332,255  appropriated  by  the  1993  Legislature  for 
the  1995  biennium  to  $1,076,869.  Section  22-2-305(2),  MCA  states  that  "if  the  funds  in  the  cultural  and  aesthetic 
projects  account  are  insufficient  to  fund  projects  in  the  amount  of  the  legislative  appropriation  for  projects,  the  council 
shall  allocate  and  disburse  the  account's  funds  in  accordance  with  the  provisions  of  the  appropriation  act." 

Based  on  a  reduced  fiscal  1993  year  end  fund  balance  and  a  Daly  Mansion  payment  of  $109,280  in  fiscal  1993  rather 
than  fiscal  1994  as  anticipated,  updated  fund  balance  estimates  show  the  1995  biennium  funds  available  will  be 
$79,700  less  than  the  appropriations.  As  a  result,  some  legislatively  approved  grants  (House  Bill  5)  at  the  bottom  of 
each  of  the  five  prioritized  groups  may  not  receive  funding.  If  the  legislature  replaces  all  general  fund  with  cultural 
and  aesthetic  grants  funds,  more  lower  priority  arts  projects  will  not  be  funded. 

2)  Executive  Budget/Funding  Replacement  -  A  second  alternative  is  to  approve  some  or  all  of  the  Executive  Budget 
proposals  and  replace  the  remaining  general  fund  with  cultural  and  aesthetic  project  funds.  If  all  Executive  Budget 
proposals,  which  total  $17,623  for  the  biennium,  were  adopted,  funds  available  for  grants  would  decrease  from  the 
$1,332,255  appropriated  by  the  1993  Legislature  for  the  1995  biennium  to  $1,094,492.  As  in  the  first  alternative, 
additional  legislatively  approved  grants  (House  Bill  5)  at  the  bottom  of  each  of  the  five  prioritized  groups  may  not 
receive  funding,  but  $17,623  more  cultural  and  aesthetic  project  funds  would  be  available  than  under  the  first 
alternative. 
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LIBRARY  COMMISSION 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 
95  Biennium 

FTE 

28.50 

0.00 

28.50 

28.50 

0.00 

28.50 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Transfers 

Debt  Service 

844,588 
605,871 
165,727 
1,791,537 
843,525 
1,752 

7,293 
0 
0 
0 
0 
0 

851,881 
605,871 
165,727 
1,791,537 
843,525 
1.752 

832,893 
586,794 
124,657 
372,916 
(5,125) 
876 

20,629 
0 
0 
0 
0 
0 

853,522 
586,794 
124,657 
372,916 
(5,125) 
876 

1,677,481 
1,192,665 

290,384 
2,164,453 

838,400 
2,628 

1,705,403 
1,192,665 

290,384 
2,164,453  i 

838,400 
2,628; 

Total  Costs 

$4,253,000 

$7,293 

$4,260,293 

$1,913,011 

$20,629 

$1,933,640 

$6,166,011 

$6,193,933 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

1,288,607 

610,209 

2.354.184 

3,776 

974 

2,543 

1,292,383 

611,183 

2.356.727 

1,019,897 
498,930 
394.184 

10,624 
2,903 
7,102 

1,030,521 
501,833 
401.286 

2,308,504 
1,109,139 
2.748.368 

2,322,904 
1,113,016 
2,758.013 

Total  Funds 

$4,253,000 

$7,293 

$4,260,293 

$1,913,011 

$20,629 

$1,933,640 

$6,166,011 

$6,193,933 

Agency  Description 


The  Montana  State  Library  Commission,  authorized  in  section  22-1-101,  MCA,  provides  assistance  and  advice 
to  all  tax-supported  libraries  and  to  local  governments  that  may  wish  to  establish  or  improve  libraries. 
In  addition  to  administering  state  and  federal  funding  to  libraries  throughout  Montana,  it:  1)  maintains 
and  operates  the  state  library;  2)  oversees  the  six  federations  of  libraries;  and  3)  does  policy  development, 
long-range  planning,  and  coordination  of  library  service  throughout  the  state.  It  is  also  responsible  for 
the  Natural  Resource  Information  System  (NRIS)  and  the  Natural  Heritage  Program  under  section 
90-15-101,   MCA. 
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Executive  Budget  Proposal 

Description                                                      Pg 

General 
Fund 

Fiscal  1994  -— 
Other 
Funds 

Total 
Funds 

General 
Fund 

Fiscal  1995 
Other 
Funds 

Total 
Funds 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$1,288,607 
$1,268,607 

-1.55% 

$2,964,393 
$2,964,393 

0.00% 

$4,253,000 
$4,233,000 

-0.47% 

$1,019,897 
$915,940 

-10.19% 

$893,114 
$893,114 

0.00% 

$1,913,011 
$1,809,054 

-5.43% 

House  Bill  2 

1  Additional  Vacancy  Savings 

2  State  Aid  at  the  1993  Biennium  Level 

3  Administrative  Costs  for  State  Aid 

4  Eliminate  Institution  Book  Budget 

House  Bill  2  Sub-Total 

(9,000) 

(5,000) 
(6,000) 

($20,000) 

$0 

(9,000) 

(5,000) 
(6,000) 

($20,000) 

(18,000) 
(63,957) 
(10,000) 
(12,000) 

($103,957) 

$0 

(18,000 
(63,957 

(10,000 
(12,000 

($103,957; 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

($20,000) 

$0 

($20,000) 

($103,957) 

$0 

($103,957 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Net  Impact 

($20,000) 

$0 

($20,000) 

($103,957) 

$0 

($103,957; 

1)  Additional  Vacancy  Savings  -  The  1993  Legislature  reduced  total  non-federally  funded  personal  services 
by  5  percent  in  each  fiscal  year,  including  general  fund  of  $15,957  in  fiscal  1994  and  $24,342  in  fiscal 
1995.  The  Executive  Budget  proposes  an  additional  2  percent  general  fund  vacancy  savings  of  $9,000  in 
fiscal  1994  and  $18,000  in  fiscal  1995.  No  FTE  would  be  eliminated.  If  this  proposal  is  enacted,  the 
combined   general   fund  vacancy  savings  would   be   $24,957   in   fiscal    1994   and   $42,342   in  fiscal   1995. 

As  of  mid-September,  1993,  two  positions  were  vacant  in  the  Operations  Program.  The  un-expended  general 
fund  portion  of  the  two  vacant  positions  was  approximately  $35,000  for  fiscal  1994  and  $36,000  for  fiscal 
1995.  The  Library  could  fill  one  position  for  a  portion  of  fiscal  1994,  but  if  additional  positions  are  not 
vacated   in   fiscal   1995,   either  leave  without   pay  or  layoffs   could   be  required. 

2)  State  Aid  at  the  1993  Biennium  Level  -  The  Executive  Budget  proposes  a  reduction  in  the 
appropriation  for  state  aid  to  local  libraries  of  $63,957  in  the  1995  biennium.  The  total  biennial  general 
fund  appropriation  for  local  libraries,  which  increased  from  $566,000  in  the  1991  biennium  to  $760,664  in 
the  1993  biennium  and  $824,621  in  the  1995  biennium,  includes:  1)  state  assistance  to  local  libraries;  and 
2)   per   capita/per   square   mile   grants. 

The  1993  Legislature  continued  general  fund  appropriations  of  $283,000  annually  ($566,000  for  the 
biennium)  for  state  assistance  to  local  libraries.  Of  that  amount,  $83,000  is  necessary  to  meet  annual 
federal  maintenance  of  effort  requirements.  The  fiscal  1993  distribution  of  $83,000  was  made  before  the 
end  of  September,  and  the  remaining  $200,000  is  distributed  quarterly.  The  first  quarter  distribution  was 
made    during   the    second    quarter.      Assuming   that   the    second    quarter    distribution    is    made    in    the    third 
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quarter,  the  estimated  unexpended  balances  for  the  1995  biennium  are  $100,000  for  the  second  half  of 
fiscal    1994   and   $200,000  for  fiscal   1995. 

While  per  capita/per  square  mile  general  fund  grants  were  first  appropriated  for  the  1993  biennium  at  the 
$258,621  level,  the  January  1992  special  session  reduced  the  appropriation  to  $194,664.  The  1993 
Legislature  re-established  the  1995  biennium  appropriation  at  the  original  level.  The  Executive  Budget 
reduces  the  1995  biennial  appropriation  from  $258,621  (including  $25,162  administrative  expenses)  to 
$194,664,  for  a  savings  of  $63,957  in  the  1995  biennium.  At  the  end  of  September  1993,  the  1995 
biennium  unexpended  balance  was  $140,105,  including  administrative  expenses  of  $25,162  and  grants  of 
$114,943. 

Options   for  legislative   action   include: 

a)  leaving  total  general  fund  state  aid  to  local  libraries  at  the  $824,621  level  appropriated 
for  the    1995   biennium   (no   action); 

b)  accepting  the  Executive  Budget  proposal  to  reduce  the  per  capita/per  square  mile  grants 
by  $63,957  to  the  level  appropriated  for  the  1993  biennium,  leaving  total  state  aid  at  the 
$760,664  level; 

c)  eliminating  the  unexpended  per  capita/per  square  mile  grants  that  were  implemented  as 
a  new  program  in  the  1993  biennium,  saving  general  fund  of  $140,105  ($25,162  for 
administration  and  $114,943  for  grants)  and  leaving  only  the  state  assistance  of  $566,000 
for  the   biennium;   or 

d)  eliminating  all  state  aid  to  local  libraries,  except  the  $83,000  annual  maintenance  of 
effort,    and   saving   unexpended   general   fund   of  $440,105   during  the    1995   biennium. 

3)  Administrative  Costs  for  State  Aid  -  Administrative  costs  included  in  the  appropriation  for  per 
capita/per  square  mile  grants  to  libraries  are  $25,162  for  the  1995  biennium.  The  Executive  Budget 
proposes  restructuring  the  administration  of  the  grants,  resulting  in  general  fund  savings  in  administration 
of  $5,000  in  fiscal  1994  and  $10,000  in  fiscal  1995.  It  appears  that  this  savings  could  be  realized  if  the 
grant   amounts   either   were   not   reduced   or   were   reduced   by   $63,957   (options   (a)   or  (b)   above). 

If  the  legislature  eliminated  the  per  capita/per  square  mile  grants  or  if  it  eliminated  all  state  aid  to  local 
libraries  except  the  $83,000  annual  maintenance  of  effort  (options  (c)  or  (d)  above),  no  additional  savings 
would  occur  in  administration  because  those  costs  are  included  in  the  unexpended  grants  for  the  1995 
biennium. 

4)  Eliminate  Institution  Book  Budget  -  The  Executive  Budget  eliminates  the  State  Library  book  budget 
for  Montana's  institutions,  shifting  general  fund  costs  of  $6,000  in  fiscal  1994  and  $12,000  in  fiscal  1995 
from  the  library  to  other  agencies.  If  the  book  purchases  remain  at  current  levels,  the  increased  costs 
in  other  departments  are:  1)  Department  of  Corrections  and  Human  Services  -  $5,100  in  fiscal  1994  and 
$10,200  in  fiscal  1995;  and  2)  Department  of  Family  Services  -  $900  in  fiscal  1994  and  $1,800  in  fiscal 
1995. 

5)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided 
by  OBPP  and  the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2) 
decreasing  the  rates  charged  for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the 
allocation   adjustments   may   affect  the  budget  for  this   agency. 
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HISTORICAL  SOCIETY 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 

95  Biennium 

FTE 

48.63 

0.00 

48.63 

48.63 

0.00 

48.63 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 
Transfers 

1,396,415 
907,558 

46,868 
350,000 

44.673 

12,563 
0 
0 
0 
0 

1,408,978 
907,558 

46,868 
350,000 

44.673 

1,399,831 
888,063 

39,482 
350,000 

44.769 

33,503 
0 
0 
0 
0 

1,433,334 
888,063 

39,482 
350,000 

44.769 

2,796,246 
1,795,621 

86,350 
700,000 

89,442 

2,842,312 
1,795,621 

86,350 
700,000 

89.442 

Total  Costs 

$2,745,514 

$12,563 

$2,758,077 

$2,722,145 

$33,503 

$2,755,648 

$5,467,659 

$5,513,725 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 
Proprietary  Fund 

1,351,639 
101,384 
712,692 
579.799 

7,679 

369 

1,673 

2.842 

1,359,318 
101,753 
714,365 
582.641 

1,332,534 
101,639 
702,475 
585.497 

22,191 
1,087 
4,905 
5.320 

1,354,725 
102,726 
707,380 
590.817 

2,684,173 

203,023 

1,415,167 

1.165,296 

2,714,043 

204,479 

1,421,745 

1.173.458 

Total  Funds 

$2,745,514 

$12,563 

$2,758,077 

$2,722,145 

$33,503 

$2,755,648 

$5,467,659 

$5,513,725 

Agency  Description 

The  Montana  Historical  Society,  authorized  in  section  22-3-101,  MCA,  exists  for  the:  1)  use,  learning,  culture,  and 
enjoyment  of  the  citizens  of  the  state;  and  2)  acquisition,  preservation,  and  protection  of  historical  records,  art, 
archival  and  museum  objects,  historical  places,  sites,  and  monuments.  The  society:  1)  maintains  a  library,  an  art 
gallery,  a  museum,  and  historical  exhibits;  2)  publishes  the  state  historical  magazine,  a  newsletter,  and  other 
historical  works;  and  3)  provides  educational  information.  The  agency  also  administers  the  National  Historic 
Preservation  Act  and  the  State  Antiquities  Act. 
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5117  Montana  Historical  Society 

Executive  Budget  Proposal 

Description                                                          Pg 

Fiscal  19 
Other 

Funds 

95  — 

611 
611 

)0% 

Total 
Funds 

$2,722,145 

$2,630,325 

-3.37% 

General 
Fund 

Other 
Funds 

Total 
Funds 

General 
Fund 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$1,351,639 
$1,309,810 

-3.09% 

$1,393,875 
$1,393,875 

0.00% 

$2,745,514 

$2,703,685 

-1.52% 

$1,332,534 
$1,240,714 

-6.89% 

$1,389, 

$1,389, 

0.( 

House  Bill  2 

1  Eliminate  0.5  FTE  Accountant                   1 

2  Eliminate  Museum  Preparator                   3 

3  Rehab  &  Survey  Grants  Program              6 

House  Bill  2  Sub-Total 

(7,194) 
(14,635) 
(20,000) 

($41,829) 

$0 

(7,194) 
(14,635) 
(20,000) 

($41,829) 

(17,175) 
(34,645) 
(40,000) 

($91,820) 

$0 

(17,175 
(34,645 
(40,000 

($91,820 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

($41,829) 

$0 

($41,829) 

($91,820) 

$0 

($91,820 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Net  Impact 

($41,829) 

$0 

($41,829) 

($91,820) 

$0 

($91,820) 

1)  Eliminate  0.5  FTE  Accountant  -  The  1993  Legislature  reclassified  an  existing  half  time  position  to  a  0.5  FTE  grade 
14  accountant.  The  Executive  Budget  eliminates  the  0.5  FTE  accountant  position,  saving  general  fund  of  $7,194  in 
fiscal  1994  and  $17,175  in  fiscal  1995.  This  position  is  currently  filled.  If  it  is  eliminated,  the  incumbent  may  be  laid 
off,  and  the  resulting  loss  of  accounting  services  may  result  in  increased  compensatory  time  or  incomplete  fiscal  and 
federal  reporting. 

2)  Eliminate  Museum  Preparator  -  The  Executive  Budget  eliminates  the  museum  preparator  grade  10  position  for 
a  general  fund  savings  of  $14,635  in  fiscal  1994  and  $34,645  in  fiscal  1995.  Since  this  position  is  responsible  for  the 
society's  rotating  and  travelling  exhibits  programs,  the  exhibits  could  no  longer  be  changed  and  only  minor 
maintenance  would  be  continued. 

3)  Rehab  and  Survey  Grants  Program  -  The  Executive  Budget  reduces  general  fund  of  $20,000  in  fiscal  1994  and 
$40,000  in  fiscal  1995  by  eliminating  federal  Rehabilitation  and  Survey  sub-grants.  The  federal  funds  saved  by 
eliminating  these  sub-grants  would  be  used  to  replace  general  fund  in  the  Historical  Sites  Preservation  program.  This 
action  would  require:  1)  elimination  of  grants  for  repair  of  historic  buildings;  and  2)  an  increased  soft  match  to 
maintain  federal  funding. 

4)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by  OBPP  and 
the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing  the  rates  charged 
for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation  adjustments  may  affect  the  budget 
for  this  agency. 
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Agency  Summary 
Budget  Item 


DEPARTMENT  OF  CORRECTIONS  &  HUMAN  SERVICES 


HB2 
Fiscal  1994 


Pay  Plan 
Fiscal  1994 


Total 
Fiscal  1994 


HB2 
Fiscal  1995 


Pay  Plan 
Fiscal  1995 


Total 
Fiscal  1995 


HB2 
95  Biennium 


Total 
95  Biennium 


FTE 

1,882.05 

0.00 

1,882.05 

1,872.05 

0.00 

1,872.05 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Grants 

Transfers 

Debt  Service 

60,569,767 

20,889,119 

872,580 

90,000 

9,611,679 

82,280 

151.995 

452,168 
0 
0 
0 
0 
0 
0 

61,021,935 

20,889,119 

872,580 

90,000 

9,611,679 

82,280 

151.995 

61,987,222 

21,137,873 

920,548 

70,000 

9,611,679 

196,215 

145.252 

1,342,507 
0 
0 
0 
0 
0 
0 

63,329,729 

21,137,873 

920,548 

70,000 

9,611,679 

196,215 

145.252 

122,556,989 

42,026,992 

1,793,128 

160,000 

19,223,358 

278,495 

29L247 

124,351,664 

42,026,992 

1,793,128 

160,000 

19,223,358 

278,495 

297.247 

Total  Costs 

$92,267,420 

$452,168 

$92,719,588 

$94,068,789 

$1,342,507 

$95,411,296  $186,336,209  $188,130,884 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 
Proprietary  Fund 

76,218,335 
6,179,243 
6,098,024 
3,771,818 

406,319 

31,463 

6,769 

7,617 

76,624,654 
6,210,706 
6,104,793 
3.779.435 

77,169,376 
6,691,175 
6,024,565 
4,183.673 

1,207,470 
94,045 
19,665 
21.327 

78,376,846 
6,785,220 
6,044,230 
4.205.000 

153,387,711 

12,870,418 

12,122,589 

7.955.491 

155,001,500 

12,995,926 

12,149,023 

7,984,435 

Total  Funds 

$92,267,420 

$452,168 

$92,719,588 

$94,068,789 

$1,342,507 

$95,411,296 

$186,336,209  $188,130,884 

Agency  Description 

The  Department  of  Corrections  and  Human  Services  (DCHS),  authorized  in  section  2-15-2301,  MCA,  is 
directed  in  section  53-1-201,  MCA,  to  "utilize  at  maximum  efficiency  the  resources  of  state  government  in 
a  coordinated  effort  to:  1)  develop  and  maintain  comprehensive  services  and  programs  in  the  fields  of 
adult  corrections,  mental  health,  and  chemical  dependency;  2)  provide  inpatient  institutional  care  for 
developmentally  disabled  persons  who  require  that  care  according  to  the  requirements  of  Title  53,  chapter 
20  (MCA);   and   3)   provide   nursing  home  care  for  honorably  discharged  veterans   as   provided  by  law." 

The  department's  six  programs  are:  1)  Central  Operations,  including  the  administratively  attached  Board 
of  Pardons;  2)  Corrections,  which  includes  Montana  State  Prison  (MSP)  in  Deer  Lodge,  Swan  River 
Correctional  Training  Center  (Swan  River),  the  Women's  Correctional  Center  (WCC)  in  Warm  Springs,  and 
community  programs;  3)  Mental  Health,  which  includes  Montana  State  Hospital  (MSH)  in  Warm  Springs, 
Center  for  the  Aged  (CFA)  in  Lewistown,  and  community  programs;  4)  Chemical  Dependency;  5) 
Developmental  Disabilities,  which  includes  the  Montana  Developmental  Center  (MDC)  in  Boulder  and 
Eastmont  Human  Services  Center  (Eastmont)  in  Glendive;  and  6)  Montana  Veterans'  Home  (MVH)  in 
Columbia  Falls  and  Eastern  Montana  Veterans'  Home  (EMVH)  in  Glendive,  which  will  be  constructed 
during  the    1995   biennium. 
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6401  Corrections  &  Human  Services 

Executive  Budget  Proposal 

Description                                                          Pg 

General 
Fund 

Fiscal  1994  — 
Other 
Funds 

Total 
Funds 

General 
Fund 

Fiscal  1995  — 
Other 

Funds 

Total 
Funds 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$76,218,335 

$75,975,267 

-0.32% 

$16,049,085 
$16,049,085 

0.00% 

$92,267,420 

$92,024,352 

-0.26% 

$77,169,376 

$77,057,408 

-0.15% 

$16,899,413 
$16,899,413 

0.00% 

$94,068,789 

$93,956,821 

-0.12% 

House  Bill  2 

1  Single  License  Plates                                  20 
House  Bill  2  Sub-Total 

(243,068) 
($243,068) 

$0 

(243,068) 
($243,068) 

(111,968) 
($111,968) 

$0 

(111,968 
($111,968! 

Other  Appropriation  Bills 

Total  Expenditure  Impact 

($243,068) 

$0 

($243,068) 

($111,968) 

$0 

($111,968 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Net  Impact 

($243,068) 

$0 

($243,068) 

($111,968) 

$0 

($111,968 

1)  Single  License  Plates  -  The  Executive  Budget  proposes  using  a  single  license  plate  displayed  on  the 
rear  of  a  motor  vehicle,  resulting  in  reduced  plate  production  and  a  general  fund  savings  of  $355,036  for 
the  biennium.  Beginning  January  1,  1994,  one  annual  sticker  would  be  issued  for  existing  plates,  and 
one  plate  per  vehicle  would  be  issued  for  new  registrations.  Annual  production  of  large  plates  would 
decrease  from  480,000  to  242,000  in  fiscal  1995.  In  the  next  biennium  the  estimated  savings  would  be 
$390,000  if  production  and  prices  remained  constant.  Since  section  61-3-301,  MCA,  requires  "one  plate  on 
the  front  and  one  on  the  rear  of  the  vehicle,"  legislative  action  amending  the  statute  would  be  required 
to  implement  this  change.  If  this  change  is  implemented,  it  would  reduce  general  fund  mailing  costs  in 
the  Department  of  Justice  by   $4,400  in   fiscal    1994   and   $8,800   in   fiscal    1995. 

Law  enforcement  and  public  safety  issues  regarding  this  proposal  include:  1)  law  enforcement  officers 
would  no  longer  be  able  to  read  the  license  plate  numbers  from  on-coming  cars;  2)  the  plates  are  often 
the  only  reflective  material  that  can  be  seen  on  a  disabled  vehicle  at  night;  and  3)  school  bus  drivers 
cannot  get  the  license  plate  numbers  from  on-coming  cars  that  violate  the  school  bus  flashing  lights. 
Senate  Bill  129,  passed  by  the  1993  Legislature,  made  the  owner  of  a  vehicle  the  "prima  facie"  driver 
when   a  vehicle   does   not   stop   for   a   school   bus. 

According  to  Motor  Vehicle  Division  officials,  19  states  currently  require  only  one  license  plate,  including 
New   Mexico,   Kansas,    and   Oklahoma. 

New  Mexico  -  Officials  said  their  vehicles  have  had  one  plate  for  over  20  years.  They  said  the  front 
plate  is  unnecessary  because  their  officers  cannot  read  the  license  numbers  of  on-coming  cars  at  highway 
speeds.      Therefore,   their  work  is   done   from   the  rear  of  the  vehicle. 

Kansas  -  Officials  said  they  have  always  had  one  plate.  Legislation  requiring  two  plates  has  been 
defeated  in  the  last  several  sessions  because:      1)  the  cost  of  materials  would  double;  and  2)  storage  space 
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was  not  available  for  additional  materials  and  plates.  Law  enforcement  issues  include:  1)  patrol  officers 
want  to  see  plates  on  vehicles  coming  toward  them;  and  2)  parked  officers  can  see  the  front  plates  better 
than  the   rear  plates   of  passing  vehicles. 

Oklahoma  -  Officials  said  one  plate  was  authorized  over  30  years  ago  as  a  result  of  efforts  to  conserve 
funds  and  materials.  An  official  in  the  Office  of  Public  Information  (a  state  trooper)  said  legislation  is 
being  prepared  to  require  two  plates  to:  1)  give  an  officer  a  chance  to  read  the  license  plates  of 
oncoming  vehicles,  particularly  at  road  blocks;  and  2)  increase  the  plate  fees  enough  to  pay  for  extra 
materials   and  give   their  officers   a  pay  increase. 

2)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided 
by  OBPP  and  the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2) 
decreasing  the  rates  charged  for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the 
allocation   adjustments   may  affect  the  budget  for  this   agency. 

Other  Options/Issues 

1)  Prison  Ranch  Fund  Balance  -  The  prison  ranch  proprietary  fund  liquid  assets  balance  (cash  plus 
receivables  less  payables)  increased  from  $0.9  million  in  fiscal  1990  to  $1.9  million  in  fiscal  1992.  Based 
on  the  increased  profitability,  the  January  1992  special  session  (House  Bill  5)  mandated  the  transfer  of 
$605,212  to  the  general  fund  at  the  end  of  fiscal  1993.  The  1993  Legislature  reversed  that  decision  and 
appropriated  the  $605,212  proprietary  funds  in  House  Bill  5  for  the  construction  of  a  new  dairy  dormitory. 

Cash  flow  analysis  indicates  that,  after  the  construction  of  the  dairy  dormitory  and  expenditure  of  all 
appropriated  funds  plus  $150,000  for  additional  hay  and  $50,000  for  dam  repairs,  the  ranch  fund  will  have 
a  liquid  assets  balance  of  approximately  $800,000  at  the  end  of  each  year  of  the  1995  biennium.  If  a 
$500,000  liquid  assets  balance  is  considered  adequate  to  maintain  cash  flow,  then  $300,000  could  be 
transferred   to   the   general   fund   during  the    1995   biennium. 

Justifications  for  the  use  of  ranch  proprietary  funds  to  relieve  the  general  fund  are:  1)  general  fund  of 
approximately  $250,000  each  year  pays  for  the  five  guards  at  the  dairy  dorm  in  each  24-hour  period;  and 

2)  other  state  institutions  use  general  fund  of  approximately  $295,000  each  year  to  purchase  dairy  products 
from  the  prison  ranch.  The  products  are  purchased  at  prices  less  than  those  charged  by  other  vendors. 
However,  the  general  fund  used  for  payment  contributes  to  increases  in  the  ranch  proprietary  fund  liquid 
assets  balance   at  fiscal  year  end. 

If  the  legislature  chooses  to  transfer  ranch  funds  to  the  general  fund,  the  transfer  could  be:  1)  a  one- 
time transfer  at  fiscal  year  end  1994  or  1995  implemented  by  language  in  the  general  appropriations  act; 
or  2)  a  transfer  at  the  beginning  of  each  fiscal  year  of  any  liquid  assets  balance  in  excess  of  a  specified 
amount  remaining  at  the  end  of  the  prior  fiscal  year.  Capping  the  ranch  liquid  assets  could  be 
implemented  by  language  in  the  general  appropriations  act  for  the  1995  biennium  only,  or  section  53-1-302, 
MCA  could  be   amended   to  permanently  cap  the  year-end   liquid   assets  balance. 

2)     Average   Daily  Population   (ADP)  Reduction   at   Montana   State   Prison 

The  fiscal  1994  general  fund  budget  for  MSP,  pre-release  programs,  and  probation  and  parole  assumes  that: 

1)  the   prison   population   can   be   reduced   to   850   prisoners   by   the   end   of  fiscal    1994; 

2)  prison   FTE   can   be   reduced   by   33   FTE   from   current   level; 
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3)  costs    at   the   prison    can   be   reduced   by   $915,705   for   personal    services    and    $667,841   for 
operating  expenses; 

4)  additional  ADP   in   the   community   can   be   supervised   at   additional   costs   of  $912,832   for 
probation   and   parole   and   $1,118,127   for   community   programs; 

5)  a   medical  budget  of  $1,426,441  would  be   sufficient;   and 

6)  worker's   compensation  insurance  rates  will   not  increase  beyond   the   budgeted   amount. 

Analysis  and  annualization  of  expenditures  recorded  on  the  Statewide  Budgeting  and  Accounting  System 
(SBAS)  as  of  September  30,  1993  indicate  that,  at  existing  rates,  expenditures  at  MSP  are  exceeding  the 
amount  budgeted,  and  expenditures  for  community  corrections  and  medical  expenses  are  less  than  budgeted. 
The  department  is  authorized  to  move  funds  among  the  corrections  programs  as  needed  to  accommodate 
gradual  population  reductions  at  the  prison  through  fiscal  1994.  However,  if  expenditures  continue  for  the 
full  year  at  the  same  rate  as  that  seen  in  the  first  three  months  of  fiscal  1994,  the  department  may 
experience  difficulty  operating  within  the  budget  for  the  full  year.  Annualized  projections,  based  entirely 
on  SBAS  documentation  for  approximately  two  months,  indicate  the  net  deficit  in  MSP,  community 
corrections,  and  medical  budgets  may  be  as  little  as  0.3  percent  of  appropriations  if  the  population  starts 
declining  again  in  the  second  quarter  of  fiscal  1994.  If  a  deficit  does  develop,  it  may  result  in  the  need 
for   an   unanticipated   supplemental   appropriation. 

Factors  affecting  the  department's  ability  to  stay  within  its  corrections  budget  include  the  prisoner 
population  and  staffing  levels  at  MSP.  Analysis  of  these  factors  indicates  that  expenditures  by  fiscal  year 
end  could  exceed  appropriations  by  approximately  $448,000  or  approximately  1.8  percent  of  MSP,  community 
corrections,  and  medical  budgets,  as  noted  below.  This  projection  is  indicative  of  a  possible  trend  because 
it  compares  what  was  presented  during  the  regular  session  of  the  legislature  to  what  is  known  in  the 
first  three  months  of  this  fiscal  year.  It  cannot  anticipate  management  decisions  made  by  the  department 
during  the  remainder  of  the  year  or  actions  of  the  courts  or  parole  board  in  sentencing  and  releasing 
prisoners. 


The  population  at  MSP  decreased  from  1,191  prisoners  at 
the  beginning  of  July,  1993  to  1,139  on  September  1st,  and 
then  increased  to  1,164  on  October  15th,  as  shown  in  the 
adjacent  graph.  In  order  for  the  department  to  complete 
downsizing  at  the  prison  by  the  end  of  fiscal  1994  as 
originally  projected,  the  population  would  have  to  decrease 
an  average  of  28  prisoners  per  month,  as  shown  by  the 
straight  line  in  the  graph.  If  future  decreases  are  no 
greater  than  those  seen  in  the  first  3.5  months  of  fiscal 
1994,  the  year  end  population  would  be  approximately  1,100 
inmates,  250  more  than  budgeted.  Variable  costs  for  250 
extra  prisoners  for  six  months  are  approximately  $237,000 
more   than   budgeted   for  fiscal    1994. 

Staffing     that     can     be     reduced     as     prisoner     population 

decreases   includes   the   FTE   at   Rothe   Dorm,   the   Expansion 

Unit  at  Warm  Springs,   and  in  guard  towers  expected  to  close.      Rothe  Dorm  was  closed  shortly  after  the 

beginning  of  fiscal   1994,  but  as  of  October   15,    1993  the  Expansion  Unit  was  still  operating.      Closing  the 

guard  towers  is  dependent  on  completion  of  the  perimeter  fencing  scheduled  for  January   1,   1994.      If  the 

Expansion  Unit  is  closed  by  the  end  of  November  and  the  fencing  is  completed  on  schedule,  the  reduction 
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for  fiscal  1994  would  be  25.45  FTE  or  77  percent  of  33.00  FTE  anticipated  reduction,  resulting  in  personal 
services  costs  of  approximately  $211,000  more  than  anticipated.  This  estimate  assumes  that  all  other  areas 
of  the  prison  operate  as  budgeted.  However,  it  is  possible  that  vacant  positions  in  other  areas  could  offset 
the   FTE   not  reduced   as   anticipated. 

3)  Social  and  Rehabilitative  Services  (SRS)  Reductions  -  The  Executive  Budget  proposes  reductions  in 
medicaid-funded  mental  health  services  in  the  SRS  budget.  If  these  proposals  are  adopted,  mental  health 
center  revenue  may  decrease  by  approximately  6.0  to  7.0  percent  and  may  result  in  service  and  staff 
reductions.  These  reductions  may:  1)  limit  the  number  of  people  who  can  be  served  in  the  communities; 
and  2)  result  in  a  population  increase  at  Montana  State  Hospital.  More  detailed  information  on  this  issue 
is  provided   in  the   SRS   budget  discussion  in   Section  B. 
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350100  00000 

OFFICE  OF  PUBLIC  INSTRUCTION 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 

Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total                 HB  2 
Fiscal  1995     95  Biennium 

Total 
95  Biennium 

FTE 

141.23 

0.00 

141.23 

141.23 

0.00 

141.23 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 
Grants 
Transfers 

4,815,921 

4,461,188 

177,639 

61,838,015 

69,888 

655.676 

34,836 
0 
0 
0 
0 
0 

4,850,757 

4,461,188 

177,639 

61,838,015 

69,888 

655.676 

4,826,653 

4,253,781 

183,984 

43,364,960 

69,888 

(184J67J 

104,605 
0 
0 
0 
0 
0 

4,931,258         9,642,574 

4,253,781          8,714,969 

183,984             361,623 

43,364,960     105,202,975 

69,888            139,776 

(184.867)           470,809 

9,782,015 

8,714,969 

361,623 

105,202,975 

139,776 

470,809 

Total  Costs 

$72,018,327 

$34,836 

$72,053,163 

$52,514,399 

$104,605 

$52,619,004  $124,532,726  $124,672,167 

Fund  Sources 

49,527,971 
4,703,010 

16,689,989 
1.097.357 

14,334 
2,160 

13,513 
4,829 

49,542,305 
4,705,170 

16,703,502 
1.102.186 

42,366,201 
4,337,052 
4,727,034 
1,084,112 

43,423 

6,480 

40,132 

14,570 

42,409,624       91,894,172 
4,343,532         9,040,062 
4,767,166       21,417,023 
1.098.682         2,181.469 

91,951,929 
9,048,702 

21,470,668 
2,200,868 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 
Proprietary  Fund 

Total  Funds 

$72,018,327 

$34,836 

$72,053,163 

$52,514,399 

$104,605 

$52,619,004  $124,532,726  $124,672,167 

Agency  Description 

The  Superintendent  of  Public  Instruction  is  an  elected  official  mandated  by  Section  1,  Article  VI,  of  the 
Montana  constitution.  Section  20-3-106,  MCA,  states  that  the  Superintendent  "...has  the  general  supervision 
of  the  public  schools  and  districts  of  the  state."  Section  20-7-301,  MCA,  names  the  Superintendent  as  "the 
governing  agent  and  executive  officer"  for  vocational  education  in  Montana.  The  Office  of  Public  Instruction 
(OPI)  provides  services  to  Montana's  school-age  children  and  to  teachers  in  the  state's  more  than  500  school 
districts.  The  staff  provides  technical  assistance  in  planning,  implementing,  and  evaluating  educational 
programs  in  such  areas  as  teacher  preparation,  teacher  certification,  school  accreditation,  school  curriculum, 
school  finance,  and  school  law.  The  staff  administers  a  number  of  federally  funded  programs  and  provides 
a  variety  of  information   services. 
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Executive  Budget  Proposal 

Description                                                          Pg 

Fiscal  1994 

General 
Fund 

Other 
Funds 

Total 
Funds 

General 
Fund 

Other 
Funds 

Total 
Funds 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$0 
($65,936) 

NA 

$0 

$0 

NA 

$0 
($65,936) 

NA 

$0 
$65,936 

NA 

$0 
($110,620) 

NA 

$0 

($44,684 

NA 

House  Bill  2 

1  Eliminate  Driver's  Education                  06 

(65,936) 

0 

(65,936) 

65,936 

(110,620) 

(44,684 

House  Bill  2  Sub-Total 

($65,936) 

$0 

($65,936) 

$65,936 

($110,620) 

($44,684 

Other  Appropriation  Bills 

2  Eliminate  Driver's  Education                  09 

3  Reduce  Funding  Formula  by  1.5  %         09 

4  Delay  Inclusion  of  Spec  Educ  in  ANB    09 

5  Reduce  Budget  Increase  Limits  to  2%    09 

6  Reduce  Disincentive  for  Consolidation  09 

0 
0 
0 
0 
0 

0 
0 
0 
0 
0 

0 

(5,203,000) 

(4,617,000) 

(790,000) 

(680,000) 

(1,489,380) 
0 
0 
0 
0 

(1,489,380 

(5,203,000 

(4,617,000 

(790,000 

(680,000 

Total  Expenditure  Impact 

($65,936) 

$0 

($65,936) 

($11,224,064) 

($1,600,000) 

($12,824,064 

Revenue/Fund  Balance  Proposals 

7  Eliminate  Driver's  Education                  09 

1,600,000 

(1,600,000) 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$1,600,000 

($1,600,000) 

$0 

Net  Impact 

($65,936) 

$0 

($65,936) 

($12,824,064) 

$0 

($12,824,064 

1,  2,  &  7)  Eliminate  state  funding  of  driver's  education  and  deposit  fund  balance  and  revenue  into  general 
fund.  -  The  Executive  Budget  is  proposing  that  the  state  no  longer  provide  financial  assistance  to  school 
district  driver  education  programs.  The  estimated  1995  revenues  of  $1.6  million  presently  deposited  into 
a  special  revenue  account  and  appropriated  by  statute  (section  20-7-504,  MCA)  to  the  school  districts  for 
driver's  education  programs  would  be  deposited  instead  into  the  general  fund.  Money  from  motorcycle 
registration  fees  and  charges  for  motorcycle  training  would  continue  to  be  deposited  into  the  driver's 
education   account. 

To  enact  this  proposal  would  require  the  legislature  to  take  the  following  action:  1)  reduce  HB2  by 
$110,620  from  the  OPI  special  revenue  appropriation  for  fiscal  1995  used  to  administer  the  state  driver's 
education  program  (approximately  $215,000  is  appropriated  by  language  and  not  included  in  HB2);  2) 
remove  the  language  appropriation  (Section  20-7-506,  MCA)  which  requires  OPI  to  distribute  all  moneys 
in  the  traffic  education  account  to  school  districts  conducting  approved  traffic  education  courses;  3)  remove 
Section  20-7-504,  MCA  requiring  that  25  percent  of  highway  patrol  fines  and  17.5  percent  of  driver's 
license  fees  and  motorcycle  endorsements  be  deposited  into  a  driver's  education  special  revenue  account; 
and  4)  redirect  these   revenues   into   the   general   fund. 

The  Executive  is  also  proposing  that  general  fund  savings  of  $65,936  in  fiscal  1994  and  $33,968  in  fiscal 
1995  from  the  elimination  of  2.5  FTE  in  other  OPI  programs  (a  programmer,  an  accounting  technician  and 
a  half  time  personnel  assistant)  be  reallocated  to  administrative  support  of  driver's  education  during  fiscal 
1995  to  offset  the  loss  of  driver  education  revenue.  (The  fiscal  1995  savings  is  less  due  to  SB71,  which 
allows   agencies  to  retain   one  half  of  savings  which  result  from   the  reduction   of  FTE.)      This   reallocation 


Superintendent  of  Public   Instruction 


E-2 


Superintendent  of  Public   Instruction 


of  general  fund  to  fiscal  1995  would  enable  OPI  to  continue  to  provide  curriculum  development  and  general 
supervision  of  driver's  education  programs  for  Montana  schools.  This  action  requires  a  reduction  of  the 
general   fund   appropriation   in   fiscal    1994   of  $65,936   and    an   increase   by   a   like   amount   in   fiscal    1995. 

According  to  data  provided  by  OPI  (Table  1),  10,567  students  enrolled  in  driver's  education  programs  in 
Montana  in  fiscal  1993.  This  figure  comprises  87  percent  of  eligible  students  (those  who  turn  15  during 
the  recorded  year).  Payments  by  the  state  to  the  school  districts  for  driver's  education  totalled  $1,240,195, 
or  62   percent  of  total   costs   of  drivers   education   in   Montana,   an   average   of  $117.36   per   student. 


Summary  ol 
Distril 

Tabk 
'State  Traf 
auted  to  Mc 

%  of  Students 
Participation 

!  1 

Fic  Edv 

intana 

ication  Funds 
Schools 

%  of  State 
per  Student 

49% 
46% 

54% 
51% 
62% 

Fiscal 
Year 

1989 
1990 
1991 
1992 
1993 

State             Number 
Payment        Students 

$1,200,000              9,909 
$1,100,000            10,084 
$1,386,280             9,902 
$1,408,540            10,061 
$1,240,195            10,567 

Average  Cost    State  Payment 
per  Student        per  Student 

94% 
93% 

87% 
86% 
87% 

$245  $121 
$237  $109 
$257  $140 
$272  $140 
$190                       $117 

The  following  recommendations  refer  to  the  state  Base  Amount  for  School  Equity  (BASE)  funding  program. 
For  a  complete   discussion   of  school   funding  see  the   "Summary"   section   of  this   report. 

3)  Reduce  Funding  Formula  by  1.5  Percent  -  The  executive  proposes  to  reduce  the  district  basic  entitlement 
and  the  per-ANB  (average  number  belonging)  entitlement  by  1.5  percent  for  fiscal  1995.  Table  2  below 
shows   the   changes   to  these  entitlement  levels. 


Table   2 
District   Basic   Entitlement   and   Per 

ANB   Entitlement 

Elementary     Elementary 
Current           Proposed 

High  School      High   School 
Current              Proposed 

Basic   Entitlement             $18,000            $17,730 

$200,000             $197,000 

Per   ANB   Entitlement      $3,500               $3,448 

$4,900                  $4,826 

The  effect  of  the  proposal  is  to  reduce  direct  state  support  and  Guaranteed  Tax  Base  (GTB)  aid  for 
elementary  and  high  schools  by  approximately  $5.2  million  in  fiscal  1995.  The  proposal  reduces  allowable 
maximum  and  minimum  school  district  budgets.  Schools  may  respond  by  either:  1)  lowering  fiscal  1995 
budgets  below  what  they  would  have  been  in  the  absence  of  the  proposal  in  order  to  minimize  the  upward 
pressure  on  local  school  district  property  taxes;  or  2)  raise  school  district  property  taxes  to  fully  or 
partially  offset  the  decrease  in  state  support.     The  reduction  in  the  funding  formula  would  be  permanent. 

4)  Delay  Inclusion  of  Full-Time  Special  Education  Students  in  District  ANB.  -  Under  HB667,  full-time 
special  education  students  enrolled  in  fiscal  1994  will  be  counted  for  ANB  purposes  beginning  in  fiscal 
1995.  The  increase  in  ANB  due  to  this  inclusion  is  expected  to  be  approximately  2,000  in  fiscal  1995. 
Because  schools  currently  fund  a  large  portion  of  the  costs  associated  with  special  education  students, 
including  special  education  students  in  the  ANB  count  will  increase  state  aid  to  schools  in  fiscal  1995  and 
may  result   in   a   reduction   in   district   property  taxes. 
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The  executive  proposes  to  delay  the  inclusion  of  these  special  education  students  in  the  ANB  count  until 
fiscal  1996.  The  proposal  would  reduce  direct  state  aid  and  GTB  costs  by  $4,617  million  in  fiscal  1995. 
The  proposal  would  reduce  the  maximum  and  minimum  allowable  budget  levels  relative  to  what  they  would 
have   been   under   current   law,   holding  them   constant   at  fiscal    1994   levels. 

5)  Reduce  Trustee  Budget  Increase  Limit  Without  a  Vote  to  2  percent.  -  Under  HB667,  the  district 
trustees  are  allowed  to  increase  budgets  by  the  larger  of  4  percent  per  year  or  4  percent  per  ANB  per 
year.  For  schools  with  prior-year  budgets  above  the  minimum  allowable  level,  this  provision  has  no  effect 
on  state  support  costs.  However,  for  schools  below  the  minimum  allowable  budget,  the  rate  at  which 
school  budgets  are  allowed  to  grow  toward  the  minimum  affects  state  GTB  costs.  The  executive  proposes 
to  reduce  the  permissive  allowable  growth  for  all  schools  to  2  percent  per  year  or  two  percent  per  ANB 
per  year,  resulting  in  savings  of  an  estimated  $790,000  general  fund  in  fiscal  1995.  Slower  growth  for 
schools  below  the  minimum  allowable  budget  would  reduce  the  speed  at  which  these  schools  budgets  are 
allowed  to  grow  toward  the  minimum,  and  thus  would  retard  growth  in  state  GTB  costs.  Under  the 
proposal,  more  schools'  budgets  would  remain  below  the  minimum  allowable  level  longer  than  under  current 
law,    although   all   would   still   attain   the   minimum   level   at   the   end   of  fiscal    1998. 

6)  Reduce  Basic  Entitlement  for  Small  Non-Isolated  High  Schools  -  Under  HB667,  each  high  school  receives 
a  basic  entitlement  of  $200,000  per  budget  unit  regardless  of  size  or  distance  from  the  nearest  high  school. 
Of  this  amount,  the  state's  share  is  40%  or  $80,000.  The  executive  proposes  to  require  any  high  school 
with  less  than  35  ANB  and  closer  than  25  miles  to  the  nearest  district  to  pay  one-half  of  the  state 
portion  of  the  basic  entitlement  payment  of  $80,000.  In  fiscal  1995  there  will  be  17  high  schools  which 
have  less  than  35  students  and  which  are  closer  than  25  miles  to  the  nearest  high  school.  The  proposal 
would   result   in   savings   of  $680,000   per  year  in  fiscal   1995   and   beyond. 

Other  Options/Issues 


1)  Increase  teacher  certification  fees  to  cover  administrative  costs  -  Included  in  the  fiscal  1995  general  fund 
appropriation  for  the  Office  of  Public  Instruction  is  approximately  $152,000  (less  any  applied  vacancy 
savings)  to  fund  4.0  FTE  and  related  operating  expenses  for 
the  administration  of  the  state  teacher  certification  program 
(Section  20-4-103.MCA).  Duties  of  this  staff  include:  1) 
evaluation  of  candidates;  2)  review  of  teacher  education 
programs;  3)  investigation  of  possible  teacher  malfeasance; 
and   4)   enforcement   of  professional   standards. 

Section  20-4-109,  MCA  sets  the  teacher  certification  rates  at 
$6  per  year;  of  this  amount  $3  is  appropriated  in  HB2  to 
the  certification  standards  and  practices  advisory  council, 
which  is  administratively  attached  to  the  Board  of  Public 
Education;  the  remaining  $3  is  statutorily  appropriated  (20- 
4-109  (2),  MCA)  to  the  advisory  council  for  use  on  special 
projects  and  research  studies.  No  certification  fees  are 
appropriated  to  OPI  to  fund  the  teacher  certification  duties 
assigned   to   that   office. 

Based  upon  figures  provided  by  OPI,  there  are 
approximately  24,000  certified  teachers  in  Montana. 
Increasing  the  annual  teacher  certification  fee  by  $6  per 
year  would  raise  an  additional  $144,000  each  year,  which 
could  be  used  to  replace  general  fund  support  of  OPI's 
teacher   certification   function. 

Table    3    shows    how    teacher    certification    fees    compare    to 

those  of  other  professions  whose   licensing  functions   are   administered   by  the   Department  of  Commerce. 


Table 

3 

Professional    License 

Fees 

Profession 

Annual 
Fee 

Psychologist 

$110 

Speech  Therapist 

$25 

Nurses 

$20 

Social  Workers 

$75 

Radiological  Technicians 

$25 

Pharmacists 

$55 

Physical   Therapists 

$25 

Teachers 

$6 
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BOARD  OF  PUBLIC  EDUCATION 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB  2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 

95  Biennium 

FTE 

4.00 

0.00 

4.00 

4.00 

0.00 

4.00 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 

134,980 

54,990 

3,200 

(541) 

946 
0 
0 
0 

135,926 

54,990 

3,200 

(541) 

135,020 
53,882 
0 
(530) 

2,849 
0 
0 
0 

137,869 

53,882 

0 

(530) 

270,000 

108,872 

3,200 

(1.071) 

273,795 

108,872 

3,200 

(1.071) 

Total  Costs 

$192,629 

$946 

$193,575 

$188,372 

$2,849 

$191,221 

$381,001 

$384,796 

Fund  Sources 

General  Fund 
State  Revenue  Fund 

107,559 
85.070 

422 
524 

107,981 
85.594 

105,438 
82.934 

1,371 
1,478 

106,809 
84.412 

212,997 
168.004 

214,790 
170.006 

Total  Funds 

$192,629 

$946 

$193,575 

$188,372 

$2,849 

$191,221 

$381,001 

$384,796 

Agency  Description 


The  Board  of  Public  Education,  created  by  Article  X,  Section  9  of  the  Montana  constitution,  consists  of 
seven  voting  members  appointed  by  the  Governor.  The  board  is  charged  with  exercising  "general 
supervision  over  the  public  school  system."  The  board  is  also  designated  by  statute  as  the  governing  board 
of  the  Montana  School  for  the  Deaf  and  Blind.  Together  with  the  Board  of  Regents,  the  board  does  the 
general  planning,  coordinating,  and  evaluation  of  the  state's  educational  system  (Title  20,  Chapter  2,  MCA). 
The  board  accredits  schools,  certifies  teachers,  adopts  policies  and  standards  for  various  educational 
programs,  and  orders  the  distribution  of  state  equalization  aid.  The  board's  accreditation  standards  are 
the  basis  for  eligibility  for  local  school  districts  to  receive  state  funds.  The  board  hears  cases  regarding 
denial,  suspension,  and  revocation  of  teacher  certificates  and  reviews  teacher  education  programs  leading 
to  interstate  reciprocity. 
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Board  of  Public  Education 

Executive  Budget  Proposal 

Description                                                              Pg 

-  Fiscal  1994 

General 
Fund 

General 
Fund 

Other 
Funds 

Total 
Funds 

Other 
Funds 

Total 
Funds 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$107,559 
$107,559 

0.00% 

$85,070 
$85,070 

0.00% 

$192,629 
$192,629 

0.00% 

$105,438 
$105,438 

0.00% 

$82,934 
$82,934 

0.00% 

$188,372 
$188,372 

0.00% 

House  Bill  2 

House  Bill  2  Sub-Total 

$0 

$0 

$0 

$0 

$0 

$0 

Other  Appropriation  Bills 

Total  Expenditure  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Net  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

The  executive   did   not  recommend   any  budget  changes   for  this   agency. 

1)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by 
OBPP  and  the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing 
the  rates  charged  for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation 
adjustments   may  affect  the   budget  for  this   agency. 
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SCHOOL  FOR  THE  DEAF  &  BLIND 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB  2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 
95  Biennium 

FTE 

81.68 

0.00 

81.68 

81.68 

0.00 

81.68 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 
Debt  Service 

2,527,447 

497,864 

23,140 

(7,609) 

7,900 

50,033 
0 
0 
0 
0 

2,577,480 

497,864 

23,140 

(7,609) 

7,900 

2,533,446 

485,518 

31,870 

(7,542) 
0 

117,555 
0 
0 
0 
0 

2,651,001 

485,518 

31,870 

(7,542) 

0 

5,060,893 

983,382 

55,010 

(15,151) 

L9Q0 

5,228,481 

983,382 

55,010 

(15,151) 

7,900 

Total  Costs 

$3,048,742 

$50,033 

$3,098,775 

$3,043,292 

$117,555 

$3,160,847 

$6,092,034 

$6,259,622 

Fund  Sources 

General  Fund 
State  Revenue  Fund 

2,489,345 
452,574 
106.823 

46,846 
2,040 

1,147 

2,536,191 
454,614 
107.970 

2,475,990 
460,479 
106.823 

108,566 
5,753 
3.236 

2,584,556 
466,232 
110.059 

4,965,335 
913,053 
213.646 

5,120,747 
920,846 
218.029 

Total  Funds 

$3,048,742 

$50,033 

$3,098,775 

$3,043,292 

$117,555 

$3,160,847 

$6,092,034 

$6,259,622 

Agency  Description 

The  Montana  School  for  the  Deaf  and  Blind's  goal  is  to  offer  a  quality,  comprehensive  education  that  will 
enable  its  students  to  achieve  their  greatest  potential.  Authority  for  the  school  is  contained  in  Title  20, 
Chapter  8,  Part  1,  MCA.  As  of  the  fall  of  1992,  104  students  attended  the  school,  of  which  58  were 
residing  on  campus  and  46  were  from  residences  in  the  Great  Falls  area.  To  attend  the  school,  students 
must  be  diagnosed  as  being  deaf  and/or  blind  or  must  have  such  a  significant  hearing  or  sight  impairment 
that  they  are  unable  to  receive  a  proper  education  in  the  public  schools  of  the  state.  Additionally,  the 
school   serves   over  200   students   statewide  through   a  resource  consultant   outreach  program. 
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School  for  the  Deaf  &  Blind 

Executive  Budget  Proposal 

Description                                                          Pg 

General 
Fund 

$2,489,345 

$2,485,745 

-0.14% 

Other 
Funds 

$559,397 

$562,997 

0.64% 

Total 
Funds 

$3,048,742 
$3,048,742 

0.00% 

General 

Fund 

$2,475,990 
$2,462,790 

-0.53% 

Other 
Funds 

$567,302 
$580,502 

2.33% 

Total 
Funds 

$3,043,292 
$3,043,292 

0.00% 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

House  Bill  2 

1  Timber  Revenue  to  I  &  I  account            04 

(3,600) 

3,600 

(13,200) 

13,200 

House  Bill  2  Sub-Total 

($3,600) 

$3,600 

$0 

($13,200) 

$13,200 

$0 

Other  Appropriation  Bills 

Total  Expenditure  Impact 

($3,600) 

$3,600 

$0 

($13,200) 

$13,200 

$0 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Net  Impact 

($3,600) 

$3,600 

$0 

($13,200) 

$13,200 

$0 

1)  Timber  Revenue  to  Interest  &  Income  Account  -  Certain  lands  originally  granted  by  the  federal 
government  are  held  in  trust  by  the  State  of  Montana  for  the  use  and  benefit  of  MSDB  (section  20-8-110, 
MCA).  The  Department  of  State  Lands,  under  the  direction  of  the  Land  Board,  manages  these  trust  lands 
to  provide  a  continuing  source  of  revenue  for  the  school.  Revenues  from  these  trust  lands  are  deposited 
to  two  accounts:  1)  the  MSDB  Interest  and  Income  (I&I)  account,  which  is  directly  appropriated  by  the 
legislature  to  MSDB  to  offset  operating  costs;  and  2)  the  trust  fund.  At  the  end  of  fiscal  1993,  the 
principal  of  the  trust  fund  was  $1,653,960.  Table  1  shows  the  revenue  sources  into  the  two  accounts. 
As  shown,  interest  from  the  trust  fund  comprises  the  single  largest  source  of  revenue  to  the  I&I  account, 
while   timber   sales   comprise   the   single   largest   source   of  revenue   to   the   trust   fund. 

The  Executive  Budget  is  proposing  that  revenue  from  the  sale  of  timber  on  these  MSDB  trust  lands  be 
directly  appropriated  to  MSDB  to  offset  general  fund  dollars  rather  than  deposited  to  the  trust  fund.  This 
proposal  expands  the  provisions  of  HB667  passed  by  the  1993  Legislature,  which  provided  that  revenue 
from  timber  sales  on  public  school  land  be  deposited  directly  into  school  districts'  general  fund.  The 
Executive  estimates  timber  sale  revenue  from  MSDB  trust  lands  at  $3,600  in  fiscal  1994  and  $13,200  in 
fiscal    1995. 

As  shown  in  Table  1,  timber  sale  revenue  has  varied  in  the  last  five  years  from  as  much  as  $114,087 
in  fiscal  1990  to  as  little  as  $1,891  in  fiscal  1992.  This  large  swing  from  year  to  year  in  timber  sale 
revenue  can  create  difficulty  for  the  legislature  in  budgeting  for  the  school;  if  I&I  revenues  do  not  achieve 
the  amount  appropriated,  MSDB  would  be  forced  to  either  reduce  their  operational  budget  or  request  a 
supplemental   appropriation. 

Since  timber  sale  revenue  is  presently  the  largest  source  of  revenue  to  the  principle  of  the  trust,  this 
proposal  would  significantly  reduce  the  rate  of  growth  of  the  trust  principle  available  for  investment  and 
thus   limit  the   growth   of  interest   income   in   the   future. 
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Table  1 

MSDB  Permanent  Trust  Fund  Revenue 

Revenue  Source 

FY93 

FY92 

FY91 

FY90 

FY89 

Interest  and  Income  Account 

Agriculture  Rentals 

$28,159 

$17,702 

$17,136 

$17,484 

$11,977 

Cabin/Home  Site  Leases 

12,324 

11,568 

8,730 

6,536 

6,285 

Gold  &  Silver  Leases 

2,400 

2,400 

2,274 

1,895 

1,895 

Grazing  Leases 

29,023 

29,578 

29,898 

28,915 

27,384 

Land  Use  Licenses 

100 

0 

0 

0 

0 

Misc.  Leases  -  Forestry 

20 

40 

225 

200 

150 

Non-Drilling  Penalties 

0 

0 

1,200 

1,200 

3,395 

Oil  &  Gas  Leases 

4,200 

2,280 

3,000 

720 

2,757 

Recreational  Use  Licenses 

646 

103 

0 

0 

0 

Other  Misc. 

5,298 

3,108 

3,774 

4,629 

3,432 

Trust  Fund  Interest  Incom« 

146,292 

133,511 

127.607 

111.329 

104,228 

Total  School  Income  * 

$223,462 

$200,289 

$193.844 

$172,909 

$161,502  * 

Interest  as  a  Percent  of 

64.03% 

66.66% 

65.83% 

64.39% 

64.54% 

School  Income 

Trust  Account 

Gas  Royalties 

$0 

$703 

$0 

$0 

$0 

Right-Of-Way 

1,380 

1,356 

400 

450 

2,413 

Sand  &  Gravel  Royalties 

397 

1,251 

221 

0 

0 

Timber  Sales 

11J28 

1,891 

113.966 

114.087 

88,301 

Trust  Income 

Timber  Sales  as  a  Percent 

iiajos 

86.44% 

$5.201 
36.36% 

$114,587 
99.46% 

$.114,537 
99.61% 

$9(L714 

97.34% 

of  Trust  Income 

*  School  income  is  the  amount  available  for  appropriat 

ion 

2)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by 
OBPP  and  the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing 
the  rates  charged  for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation 
adjustments   may  affect  the   budget  for  this   agency. 
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System  Summary 

HB2 

Pay  Plan 

Total 

HB2 

Pay  Plan 

Total 

HB2 

Total 

Agency  Name 

Fiscal  1994 

Fiscal  1994* 

Fiscal  1994 

Fiscal  1995 

Fiscal  1995* 

Fiscal  1995 

95  Biennium 

95  Biennium 

Commissioner  of  Higher  Ed 

38,371,730 

20,391 

38,392,121 

40,108,958 

61,146 

40,170,104 

78,480,688 

78,562,225 

Vocational  Technical  Centers 

11,756,795 

60,313 

11,817,108 

11,652,395 

186,163 

11,838,558 

23,409,190 

23,655,666 

Six  University  Units 

148,908,455 

719,570 

149,628,025 

149,024,518 

2,230,017 

151,254,535 

297,932,973 

300,882,560 

Ag  Experiment  Station 

10,017,491 

59,822 

10,077,313 

10,056,538 

189,319 

10,245,857 

20,074,029 

20,323,170 

Cooperative  Extension  Service 

4,947,771 

28,447 

4,976,218 

4,950,549 

90,476 

5,041,025 

9,898,320 

10,017,243 

Forest/Conservation  Exp  Stati 

702,762 

3,588 

706,350 

702,782 

11,411 

714,193 

1,405,544 

1,420,543 

Bureau  of  Mines 

2,013,362 

6,017 

2,019,379 

2,001,542 

19,136 

2,020,678 

4,014,904 

4,040,057 

Fire  Services  Training  School 

251.466 

1.306 

252,772 

230.853 

4,152 

235,005 

482.319 

487,777 

Total  Costs 

$216,969,832 

$899,454 

$217,869,286 

$218,728,135 

$2,791,820 

$221,519,955 

$435,697,967 

$439,389,241 

Fund  Sources 

General  Fund 

113,089,829 

605,746 

113,695,575 

112,792,983 

1,926,552 

114,719,535 

225,882,812 

228,415,110 

State  Special 

666,000 

0 

666,000 

666,000 

0 

666,000 

1,332,000 

1,332,000 

Federal 

9,490,665 

14,400 

9,505,065 

9,606,290 

42,412 

9,648,702 

19,096,955 

19,153,767 

Proprietary 

18,119,770 

1,320 

18,121,090 

19,992,080 

3,889 

19,995,969 

38,111,850 

38,117,059! 

Mill  Levy 

13,410,000 

0 

13,410,000 

13,475,000 

0 

13,475,000 

26,885,000 

26,885,000 

Tuition 

56,372,567 

273,987 

56,646,554 

56,372,567 

807,187 

57,179,754 

112,745,134 

113,826,308 

Other  Revenue 

5.821.001 

4,001 

5.825,002 

5.823.215 

11,780 

5.834.995 

11.644.216 

11.659.997 

Total  Funds 

$216,969,832 

$899,454 

$217,869,286 

$218,728,135 

$2,791,820 

$221,519,955 

$435,697,967 

$439,389,241 

*As  allocated  by  the  Office  of  Budget  and  Program  Planning 

System  Description 

The  Montana  University  System  consists  of  the  Commissioner  of  Higher  Education,  the  three  Community 
Colleges,  the  five  vocational-technical  centers,  the  six  university  units,  the  Agricultural  Experiment  Station, 
the  Cooperative  Extension  Service,  the  Forestry  and  Conservation  Experiment  Station,  the  Bureau  of  Mines, 
and  the   Fire   Services  Training  School. 
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Montana  University  System 

Executive  Budget  Proposal 

Description                                                      Pg 

Fiscal  1995  — 

General 
Fund 

Other 
Funds 

Total 
Funds 

General 
Fund 

Other 
Funds 

Total 
Funds 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$113,089,829 
$108,527,829 

-4.03% 

$103,880,003 
$108,342,003 

4.30% 

$216,969,832 
$216,869,832 

-0.05% 

$112,792,983 
$105,454,983 

-6.51% 

$105,935,152 
$110,948,152 

4.73% 

$218,728,135 
$216,403,135 

-1.06% 

House  Bill  2 

1  Increase  Faculty  Course  Loads 

2  Reduce  State  Funding  for  Athletics 

3  Elim  State  Funding  for  Excess  Credits 

4  Reduce  RIT  Funds  in  the  Bureau  of  Mines 

5  Increase  Non-Resident  Tuition 

6  Capture  Six  Mill  Levy  \  Fund  Balance 

0 
0 
0 
0 
0 
(4,562,000) 

0 

(100,000) 

0 

4,562,000 

(100,000) 

(1,425,000) 

(580,000) 

(320,000) 

0 

(3,500,000) 

(1,513,000) 

0 

0 

3,500,000 

1,513,000 

(1,425,000 
(580,000 
(320,000 

House  Bill  2  Sub-Total 

($4,562,000) 

$4,462,000 

($100,000) 

($7,338,000) 

$5,013,000 

($2,325,000 

Other  Appropriation  Bills 

Total  Expenditure  Impact 

($4,562,000) 

$4,462,000 

($100,000) 

($7,338,000) 

$5,013,000 

($2,325,000 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Net  Impact 

($4,562,000) 

$4,462,000 

($100,000) 

($7,338,000) 

$5,013,000 

($2,325,000 

The  Executive  Budget  recommends  a  total  $11.9  million  reduction  in  general  fund  to  the  Montana 
University  System  (MUS)  through  the  five  recommendations.  The  executive  states  that  the  recommendations 
made  are  worthy  of  consideration  only,  and  are  presented  to  provide  alternatives  to  an  increase  in  resident 
tuition.  Distribution  of  the  total  $11.9  million  reduction  would  be  left  to  the  Board  of  Regents.  In 
addition  to  the  general  fund  reductions,  the  executive  proposal  includes  a  $100,000  per  year  reduction  in 
state   special   revenue  in  the   Bureau   of  Mines. 

The  Executive  Budget  includes  all  reductions  as  negative  transfers  in  the  budget  of  the  Office  of  the 
Commissioner  of  Higher  Education.  However,  with  the  exception  of  the  option  to  eliminate  funding  for 
excess  credits,  which  also  impacts  the  vocational-technical  centers,  all  general  fund  reductions  apply 
exclusively  to  the  six  university  units.  The  reductions  represent  a  total  reduction  of  5.7  percent  in  fiscal 
1994   and   8.8   percent  in  fiscal   1995   of  total   general   fund  to  the  six  university  units. 

The  recommended  options  fall  into  three  categories:  1)  expenditure  reductions;  2)  on-going  revenue  increases; 
and   3)   a   one-time   revenue   increase. 

1)  Expenditure  Reductions.  Three  options  reduce  expenditures:  1)  increase  faculty  course  loads;  2)  reduce 
state  funding  for  athletics  by  10  percent;  and  3)  eliminate  state  funding  for  credits  in  excess  of  those 
necessary  to  graduate.  In  addition,  a  further  option  would  shift  costs  from  the  general  fund  to  state 
special  revenue  in  the  Department  of  Natural  Resources  and  Conservation  fDNRC)  by  reducing  state  special 
revenue   expenditures  in   the   Bureau   of  Mines. 
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2)  On-Going  Revenue  Increases.  One  option  and  a  portion  of  another  option  increase  revenue  to  replace 
general  fund  without  expenditure  decrease:  1)  nonresident  tuition  increase;  and  2)  capture  excess  six  mill 
levy   revenue. 

3)  One-Time  Revenue  Increase.  A  portion  of  one  option  is  a  one-time  reduction  in  general  fund  through 
replacement  with   six   mill   levy  revenue-capture   six   mill   levy  fund   balance. 

Table  1  categorizes  the  recommended  options  and  shows  that  expenditure  reductions  total  $2,325  million 
in  fiscal  1995,  while  one-time  and  ongoing  additional  revenue  totals  $4,562  million  in  fiscal  1994  and 
$5,013   million   in   fiscal    1995. 


Table  1 

Executive  Budget  Recommendations 

1995  Biennium 
(In  Millions) 

Component 

Fiscal 
1994 

Fiscal 
1995 

Total 
Biennium 

Percent  of 

Total 

Expenditure  Reductions 
Increase  Faculty  Course  Loads 
Athletics  Reduction 
Excess  Credits 
RIT  Funding  -  Bureau  of  Mines 

$0,000 

0.000 

0.000 

*          0.000 

$1,425 
0.580 
0.320 
0.000 

$1,425 
0.580 
0.320 
0.000 

Total  Expenditure  Reductions 

0.000 

2.325 

2.325 

19.54% 

On-Going  Revenue  Increases 
Nonresident  Tuition 
Capture  Excess  Six  Mill  Levy 

0.000 
1.350 

3.500 
1.513 

3.500 
2.863 

Total  On-Going  Revenue 

1.350 

5.013 

6.363 

53.47% 

One-Time  Revenue  Increase 
Six  Mill  Levy  Fund  Balance 

3.212 

0.000 

3.212 

26.99% 

Total  General  Fund  Reductions 

$4.562 

$7,338 

$11,900 

♦Savings  of  $100,000  each_vear  in 

DNRC. 

1)  Increase  Faculty  Course  Loads  -  The  Executive  Budget  recommends  that  faculty  teach  more  credit  hours 
per  semester,  reducing  the  number  of  faculty  needed  to  teach  the  same  number  of  courses.  The  total 
$1,425,000  reduction  in  fiscal  1995  contained  in  the  Executive  Budget  is  15  to  20  percent  of  the  $8  to 
$10   million   general   fund   that   the   executive   estimates   would   eventually   be   saved   each  year. 

Based  upon  information  contained  in  the  Board  of  Regents  approved  operating  plans,  faculty  salaries  and 
benefits  (including  graduate  teaching  assistants  and  part-time  employees)  average  approximately  $43,300  in 
fiscal  1994  at  the  six  units,  with  a  budgeted  total  FTE  of  1,728.28.  A  reduction  of  $1,425,000  represents 
approximately   32.9   FTE,   or  just   under   2   percent  of  total   FTE. 
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Tenured  faculty  have  a  right  to  reappointment  from  appointment  term  to  appointment  term  (generally  the 
academic  year).     The  institution  may  terminate  a  tenured  faculty  member's  contract  for  one  of  two  reasons: 

1)  discharge  for  adequate  cause;  and  2)  financial  exigency  or  program  reduction,  curtailment  or 
discontinuance.  Therefore,  reduction  in  faculty  to  meet  the  expectations  of  this  option  would  take  place 
via   any  combination   of  three   scenarios.    1)   elimination   of  programs,    allowing  termination   of  tenured   staff; 

2)  termination   of  part-time   or   non-tenured   faculty;    and   3)   attrition. 

2)  Reduce  State  Funding  for  University/College  Athletics  -  The  Governor  recommends  that  10  percent  of 
all  state  funding  for  intercollegiate  athletics  at  the  six  campuses  be  eliminated,  beginning  in  fiscal  1995. 
Table  2  shows  total  state  funding  for  athletics  in  fiscal  1993  compared  to  funding  from  all  sources.  The 
table  also  shows  budgeted  expenditures  for  fiscal  1994.  As  shown,  the  six  units  budgeted  a  total  of  $5,838 
million  of  current  unrestricted  funds  for  athletics  activities  in  fiscal  1994,  with  total  budgeted  expenditures 
of  $11,294  million.  The  table  also  shows  that  the  share  of  total  funding  contributed  by  current 
unrestricted  funds  falls  from  59.1  percent  to  51.7  percent,  primarily  due  to  the  imposition  of  a  student 
athletic  fee   at  MSU   and   UM. 


Table  2 

Budgeted  Current  Unrestricted  Athletics  Expenditures 

Fiscal  1993  and  Fiscal  1994 

—  Fiscal  1993  — 

Current  Unrest. 

Total 

Percent 

Actual 

Fee 

Current 

Designated 

Booster 

Student 

Fund 

Total 

Public 

Unit 

FY  93 

Waivers 

Jnrestricted 

Funds* 

Club        Activity  Fee** 

Restricted 

Balance 

Expenditures 

Funded 

MSU 

$2,077,101 

$569,618 

$2,646,719 

$1,387,711 

$235,753 

$4,270,183 

62.0% 

UM 

1,403,272 

474,317 

1,877,589 

1,864,779 

450,000 

40,700 

32,834 

4,265,902 

44.0% 

EMC 

441,125 

102,919 

544,044 

81,610 

1,000 

626,654 

86.8% 

NMC 

308,878 

123,321 

432,199 

52,986 

89,173 

574,358 

75.2% 

WMCUM 

309,559 

101,283 

410,842 

29,880 

15,091 

455,813 

90.1% 

MCMST 

318,563 

138,410 

456.973 

49,446 

75.418 

581.837 

78.5% 

Total 

$4,858,498 

$1,509,868 

$6,368,366 

$3,466,412 

$866,435 

$0 

$40,7_00 

$32.834, 

$10,774^747 

59.1% 

—  Fiscal  199 

Current  Unrest. 

Total 

Percent 

Budgeted 

Fee 

Current 

Designated 

Booster 

Student 

Fund 

Total 

Public 

Unit 

FY  94 

Waivers 

Jnrestricted 

Funds* 

Club        Activity  Fee** 

Restricted 

Balance 

Expenditures 

Funded 

MSU 

$1,613,997 

$726,774 

$2,340,771 

$1,491,347 

$255,000 

$574,000 

$4,661,118 

50.2% 

UM 

1,219,619 

530,697 

1,750,316 

1,662,142 

470,000 

541,362 

42,750 

40,000 

4,506,570 

38.8% 

EMC 

391,248 

108,000 

499,248 

46,100 

57,600 

602,948 

82.8% 

NMC 

267,015 

135,052 

402,067 

59,000 

63,933 

525,000 

76.6% 

WMCUM 

278,102 

105,683 

383,785 

17,800 

15,350 

416,935 

92.0% 

MCMST 

296.959 

164.383 

461.342 

45,000 

75,500 

581.842 

79.3% 

Total 

$4,066,940 

$1,770,58!) 

$5,837,529 

$3,321,389 

$937,383 

$1,115,362 

$42,750 

$40.000 

$11,294,413 

51.7% 

'Includes  gate  receipts,  TV 

income,  toui 

nament  income,  concessions,  team  guarantees,  and  other  designated  income 

"New  fee 

in  fiscal  1994  at  UM  and  MSU,  only. 

Source:  Office  of  the  Commissioner  of  Higher  Education. 

3)  Eliminate  State  Funding  for  Credits  Taken  in  Excess  of  Those  Necessary  to  Graduate  -  Tuition, 
admission,  and  registration  charges  currently  total  approximately  25  percent  of  total  instructional  costs  for 
resident  students.  This  charge  is  the  same  regardless  of  how  many  total  credits  the  student  has 
accumulated  in  their  school  career.  The  Board  of  Regents  recently  adopted  a  rule  stating  that,  for  courses 
attempted  since  the  fall  of  1991,  students  taking  in  excess  of  170  credits  toward  a  four-year  degree  must 
pay   full   cost   for   those   excess   credits.      (Students   taking   a   full   course   load   of  30   credits   per  year  would 


Montana   University   System 


E-13 


Montana   University   System 


reach  the  limit  during  the  second  half  of  their  sixth  year.  Consequently,  students  could  begin  reaching 
the  limit  in  fiscal  1997.)  The  executive  proposal  would  reduce  the  number  of  credits  before  full  cost  must 
be  paid  and  would  begin  charging  full  cost  two  years  earlier.  Under  the  executive  proposal,  beginning 
in  fiscal  1995  students  with  at  least  20  credits  more  than  necessary  to  graduate  with  a  four-year  degree 
and  with  at  least  10  credits  more  than  necessary  to  graduate  with  a  two-year  degree  would  be  required 
to   pay  the   full   cost   of  instruction. 

Information  necessary  to  determine  how  many  total  credits  in  excess  of  the  number  needed  to  graduate 
are  generated  each  year  and  the  programs  in  which  those  students  are  enrolled  is  not  available  at  this 
time.  The  Executive  Budget  estimates  a  total  savings  of  approximately  $4-$5  million  each  year.  In  order 
to  phase  in  this  option,  the  executive  assumes  a  savings  in  the  first  year  (fiscal  1995)  of  $320,000,  or 
approximately  6   to   8   percent   of  total   estimated   savings. 

While  the  Executive  Budget  shows  this  option  strictly  as  an  expenditure  decrease,  costs  will  shift  from 
general  fund  to  tuition  revenue  if  students  elect  to  stay  in  school  and  pay  the  full  cost.  An  expenditure 
reduction  will  only  take  place  if  the  affected  students  terminate  their  school  careers  as  a  result  of  the 
increased   cost,    and   a   subsequent   reduction   in   faculty   and   related   costs   occurs. 

4)  Reduce  RIT  Funds  in  the  Bureau  of  Mines  -  Senate  Bill  94  passed  by  the  1991  Legislature  dedicated 
14.1  percent  of  the  proceeds  from  the  Resource  Indemnity  Trust  Tax  (RITT)  (not  to  exceed  $666,000  each 
year)  to  a  ground  water  assessment  account  for  the  establishment  and  administration  of  ground  water 
characterization  and  monitoring  programs.  The  Bureau  of  Mines  was  appropriated  $666,000  of  funds  from 
the  account  each  year  of  the  1995  biennium  (which  is  the  maximum  amount  from  the  RITT  collections 
that  may  be  deposited  to  the  account  each  year).  The  Executive  Budget  recommends  that  $100,000  of 
these  funds  be  used  in  fiscal  1994  to  offset  general  fund  used  for  groundwater  activities  in  the  Department 
of  Natural   Resources   and   Conservation   (DNRC). 

As  of  the  end  of  September,  1993,  the  Bureau  of  Mines  had  expended  $64,897  of  the  total  $666,000 
appropriation. 

5)  Increase  Non-resident  Tuition  -  The  Executive  Budget  recommends  that  $3.5  million  general  fund  in 
fiscal  1995  be  offset  with  an  increase  in  nonresident  tuition  charges.  The  Governor  estimates  that  an 
increase  of  $1,100  per  year  at  UM  and  Montana  State  University  (MSU)  and  $50  per  year  at  Eastern 
Montana  College  (EMC),  Northern  Montana  College  (NMC),  Western  Montana  College  of  UM  (WMCUM), 
and  the  Montana  College  of  Mineral  Science  and  Technology  (MCMST)  would  be  sufficient  to  raise  $3.5 
million   each  year.      For   a   further   discussion,   see   the   Tuition    and   Fees   section   which   follows. 

6)  Capture  Excess  Six  Mill  Levy/Fund  Balance  -  Section  15-10-106,  MCA  (subject  to  voter  approval  every 
ten  years)  applies  a  statewide  six  mill  levy  to  all  property,  the  proceeds  of  which  are  dedicated  to  the 
"support,  maintenance,  and  improvement"  of  the  MUS.  The  Executive  Budget  includes  a  proposal  to  offset 
general  fund  with   excess   six  mill   levy  revenue  from   two   sources: 

a)   anticipated   six   mill   levy   collections   over   the   appropriated   level   in   fiscal    1994   and   fiscal    1995 
totaling   $1,350,000   in   fiscal    1994   and   $1,513,000   in   fiscal    1995. 

In  determining  the  final  general  fund  appropriation  to  the  six  units,  all  other  sources  of  revenue  (including 
the  six  mill  levy)  are  estimated  and  appropriated.  General  fund  fills  the  "gap"  between  the  total 
appropriation  and  those  other  sources  of  revenue.  The  Executive  Budget  proposes  increasing  the  revenue 
estimates  for  six  mill  levy  revenue,  causing  a  corresponding  reduction  in  general  fund.  The  proposed 
increase  in  revenue  estimates  is  from  two  sources:  1)  property  valuation  and  statewide  reappraisal;  and 
2)   use   of  the   average   of  the   last   3   years'   actual   collections. 
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The  Executive  Budget  anticipates  actual  collections  of  $13,868  million  in  fiscal  1994  and  $14,080  million 
in  fiscal    1995   compared  to   appropriated   levels   of  $12,518   million   and   $12,567   million,   respectively. 

Prior  to  the  1993  biennium  session,  any  excess  six  mill  levy  collected  over  the  appropriated  amount  was 
appropriated  to  the  MUS  and  caused  a  like  amount  of  general  fund  to  revert.  During  the  January,  1992 
special  session  and  the  1993  legislative  session,  language  was  added  to  House  Bill  2  stating  that  any 
excess  six  mill  levy  revenues  collected  must  be  added  via  budget  amendment  to  offset  general  fund 
reductions,  with  no  requirement  of  general  fund  reversion.  In  fiscal  1993,  the  MUS  added  and  expended 
$1,631  million  in  excess  six  mill  levy  revenue  collected  in  fiscal  1992.  In  fiscal  1994,  the  MUS  has 
submitted  budget  amendments  totaling  $1,839  million  of  excess  six  mill  levy  revenue  collected  in  fiscal 
1993. 

b)  current  fund  balance.  The  fund  balance  in  the  six  mill  levy  account  at  fiscal  1993  year  end 
totals  $3,212,631.  The  Executive  Budget  proposes  to  use  this  entire  balance  to  offset  a  like  amount 
of  general  fund  in  fiscal  1994.  If  the  entire  balance  is  used,  the  MUS  will  likely  have  to  borrow 
funds  from   other  funding   sources  to  cover  any  cash   flow   needs   during  the  year. 

7)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by 
OBPP  and  the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing 
the  rates  charged  for  ISD  computer  processing.  If  adopted,  the  allocation  adjustments  may  affect  the 
budgets  for  the   MUS. 

Comparison  to   1993   Biennium 

Table  3  compares  total  legislative  appropriations  to  the  Montana  University  System  in  the  1995  biennium 
to  total  1993  biennium  legislative  appropriations.  (The  table  does  not  include  budget  amendments.)  As 
shown,  total  appropriations  increased  7.5  percent  for  the  system  as  a  whole.  The  table  also  shows  that 
this  growth  primarily  occurred  due  to  increases  in  federal  and  proprietary  income  (in  the  Guaranteed 
Student  Loan  and  MUS  Group  Insurance  Programs  in  CHE),  and  tuition  in  the  six  university  units  and 
five  vocational  technical  centers.  General  fund  was  reduced  by  over  7  percent  from  1993  biennium 
appropriated   levels. 
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Table  3 

Compan 

son  of  Legislative  Appropriations 

1993  to  1995  Biennia 

Percent  Inc. 

1993 

1995 

(Decrease) 

Agency 

Fiscal  1992 

Fiscal  1993* 
$34,558,727 

Biennium 
$66,622,865 

Fiscal  1994* 
$38,392,121 

Fiscal  1995* 
$40,170,104 

Biennium 
$78,562,225 

1993  -  1995 
17.9% 

CHE 

$32,064,138 

Vo-Techs 

11,597,488 

11,147,377 

22,744,865 

11,817,108 

11,838,558 

23,655,666 

4.0% 

Six  Units 

141,447,075 

143,101,788 

284,548,863 

149,628,025 

151,254,535 

300,882,560 

5.7% 

AES 

10,172,262 

10,046,475 

20,218,737 

10,077,313 

10,245,857 

20,323,170 

0.5% 

CES 

4,927,630 

4,894,615 

9,822,245 

4,976,218 

5,041,025 

10,017,243 

2.0% 

FCES 

727,269 

689,286 

1,416,555 

706,350 

714,193 

1,420,543 

0.3% 

Mines 

1,364,169 

1,342,323 

2,706,492 

2,019,379 

2,020,678 

4,040,057 

49.3% 

FSTS 

250,883 

228,657 

479,540 

252,772 

235,005 

487,777 

1.7% 

Total 

$202,550,914  $206,009,248  $408,560,162 

$217,869,286  $221,519,955  $439,389,241 

7.5% 

General  Fund $127,883,220  $118,323,716  $246,206,936 

$113,695,575  $114,719,535  $228,415,110 

-7.2% 

State  Special 

0 

0 

0 

666,000 

666,000 

1,332,000 

... 

Federal 

7,658,653 

7,682,698 

15,341,351 

9,505,065 

9,648,702 

19,153,767 

24.9% 

Proprietary 

13,906,294 

16,194,510 

30,100,804 

18,121,090 

19,995,969 

38,117,059 

26.6% 

Mill  Levy 

12,852,005 

13,112,480 

25,964,485 

13,410,000 

13,475,000 

26,885,000 

3.5% 

Tuition 

35,072,915 

45,533,328 

80,606,243 

56,646,554 

57,179,754 

113,826,308 

41.2% 

Other 

5,177,827 

5,162,516 

10.340.343 

5.825.002 

5,834,995 

11,659,997 

12.8% 

Total 

$202,550,914  $206,009,248  $408,560,162 

$217,869,286  $221,519,955  $439,389,241 

7.5% 

*Includes  pay 

plan  as  allocated  bv  OBPP 

Table  4  compares  1993  biennium  legislative  appropriations  to  1995  biennium  appropriations  with 
incorporation  of  the  Executive  Budget  proposals.  Please  note  that  for  purposes  of  this  comparison,  no 
impact  to  the  vocational  technical  centers  is  assumed  as  a  result  of  the  option  to  require  full  payment 
for  excess  credits.  The  table  shows  that  general  fund  is  reduced  by  over  12  percent  under  the  executive 
proposal,   with  tuition   increasing  by  over  45   percent   and   mill   levy  by   almost   27   percent. 
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Table  4 

Comparison  of  Legislative  Appropriations 

With  Executive  Proposals 

1993  to  1995  Biennia 

Percent  Inc. 

1993 

1995 

(Decrease) 

Agency 

Fiscal  1992 

Fiscal  1993* 

Biennium 
$66,622,865 

Fiscal  1994* 
$38,392,121 

Fiscal  1995* 
$40,170,104 

Biennium 
$78,562,225 

1993  -  1995 
17.9% 

CHE 

$32,064,138 

$34,558,727 

Vo-Techs 

11,597,488 

11,147,377 

22,744,865 

11,817,108 

11,838,558 

23,655,666 

4.0% 

Six  Units 

141,447,075 

143,101,788 

284,548,863 

149,628,025 

148,929,535 

298,557,560 

4.9% 

AES 

10,172,262 

10,046,475 

20,218,737 

10,077,313 

10,245,857 

20,323,170 

0.5% 

CES 

4,927,630 

4,894,615 

9,822,245 

4,976,218 

5,041,025 

10,017,243 

2.0% 

FCES 

727,269 

689,286 

1,416,555 

706,350 

714,193 

1,420,543 

0.3% 

Mines 

1,364,169 

1,342,323 

2,706,492 

1,919,379 

2,020,678 

3,940,057 

45.6% 

FSTS 

250,883 

228,657 

479,540 

252,772 

235,005 

487.777 

1.7% 

Total 

$202,550,914  $206,009,248  $408,560,162 

$217,769,286  $219,194,955  $436,964,241 

7.0% 

General  Fund  $127,883,220  $118,323,716  $246,206,936 

$109,133,575  $107,381,535  $216,515,110 

-12.1% 

State  Special 

0 

0 

0 

566,000 

666,000 

1,232,000 

... 

Federal 

7,658,653 

7,682,698 

15,341,351 

9,505,065 

9,648,702 

19,153,767 

24.9% 

Proprietary 

13,906,294 

16,194,510 

30,100,804 

18,121,090 

19,995,969 

38,117,059 

26.6% 

Mill  Levy 

12,852,005 

13,112,480 

25,964,485 

17,972,000 

14,988,000 

32,960,000 

26.9% 

Tuition 

35,072,915 

45,533,328 

80,606,243 

56,646,554 

60,679,754 

117,326,308 

45.6% 

Other 

5,177,827 

5,162,516 

10.340.343 

5.825.002 

5.834.995 

11.659.997 

12.8% 

Total 

$202,550,914  $206,009,248  $408,560,162 

$217,769,286  $219,194,955  $436,964,241 

7.0% 

*Includes  Da} 

'  plan  as  allocated  by  OBPP. 

Tuition  and  Fees 

Executive   Budget 

As  stated  earlier,  the  executive  budget  includes  a  recommendation  to  offset  $3.5  million  of  general  fund 
in  fiscal    1995   through   an   increase   in   nonresident   tuition. 

Based  upon  estimates  by  the  MUS  of  total  fiscal  1994  enrollment  and  tuition  collections,  the  increases 
recommended  by  the  executive  will  be  sufficient  to  raise  an  additional  $3.5  million  in  fiscal  1995,  if 
enrollment  and   mix  of  resident   and   nonresident  students  remain   constant  from   the  fiscal   1994  level. 

However,  please  note  that  the  cost  of  fee  waivers  increases  with  the  cost  of  tuition.  This  recommended 
increase  does  not  include  any  increase  for  additional  costs  of  fee  waivers  due  to  the  increased  cost  of 
tuition.  A  net  increase  of  $3.5  million  would  require  either  a  reduction  in  the  total  number  of  fee 
waivers   granted   by  the   MUS,   or  a  reduction   in  other  budget  areas. 

Offset   Entire   Reduction 

If  tuition  were  increased  to  offset  the  entire  general  fund  reduction  proposed  by  expenditure  reductions  and 
increased  tuition  ($5,825  million  in  fiscal  1995),  the  following  increases  would  be  required  under  two 
assumptions: 
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1)  Uniform   Percentage   Increase   on  All   Students   -   If  a   uniform   percentage   increase   in  current  fiscal    1994 
charges    was    added    for    both    residents    and    nonresidents,    an    increase    of   approximately    12.6    percent    is 
required.      This   increase   totals    approximately   $162    per   year   for   all   resident   students;    $460   per   year   for 
nonresident    students    at    MSU,    UM,    and    MCMST;    and    $406    per   year   for    nonresident   students    at    EMC 
NMC,   and  WMCUM. 

2)  Uniform  Percentage  Increase  on  Nonresident  Students  -  If  a  uniform  percentage  increase  in  current  fiscal 
1994  charges  was  added  at  all  units  for  nonresidents  only,  an  increase  of  approximately  40.6  percent  is 
required.  This  increase  totals  $1,478  for  students  at  MSU,  UM,  and  MCMST;  and  $1,307  for  students 
at  EMC,   NMC,   and  WMCUM. 

Projected   Revenue   and   Enrollment 

In  response  to  a  legislative  request,  the  MUS  has  estimated  enrollment  and  tuition  and  fee  revenues  for 
fiscal  1994  based  upon  current  collections.  Table  5  compares  these  estimates  with  the  estimates  used  to 
establish  the  fiscal  1994  appropriation  by  the  1993  legislature.  As  shown,  anticipated  revenues  exceed  the 
appropriation  by  over  $2.7  million.  This  increase  primarily  occurs  at  UM  due  to  increases  in  nonresident 
incidental   (tuition)   revenue. 


Table  5 
Comparison  of  Appropriated  and  Estimated  Enrollment  and  Revenues 

Montana  University  System 

Fiscal  1994 

Unit 

—  Enrollment  -- 
Appropriated    Estimated   Difference 

Appropriated 

Revenues*  — 
Estimated      Difference 

MSU 

UM 

EMC 

NMC 

WMCUM 

MCMST 

Total 

*Includes 
Planning. 

9,931            9,843                (88)               19,550,896 
9,574             9,743                169                 22,018,027 
3,217             3,242                  25                    5,157,550 
1,604            1,718                114                   2,621,012 
969             1,013                  44                    1,510,298 
1,728            L724                  (4)                 3,075,825 

27,023          27,283                260                53,933,608 

pay  plan  funded  with  tuition  as  allocated  by  the  Office  of  Bv 

19,837,346        286,450 
24,193,541     2,175,514 
5,156,307           (1,243 
2,757,628        136,616 
1,619,285        108,987 
3,154,560          78,735 

56,718,667     2,785,059 

dget  and  Program 

Please   note   that  these  totals   do   not  take  into   account   any   increased   fee  waiver  costs  in   fiscal    1994. 
Peer   Institutions 

Table  6  compares  the  fiscal  1994  tuition  and  fee  charges  for  resident  and  nonresident  students  at  the  six 
university  units  to  the  peer  institutions.  Peer  institutions  were  determined  by  the  University  Funding 
Study  Committee  in  the  1989  biennium.  Fiscal  1994  peer  information  is  preliminary.  As  shown,  fiscal 
1994  resident  tuition  ranges  from  between  63.1  percent  of  peers  at  MCMST  to  109.4  percent  at  UM. 
Nonresident  tuition   ranges   between   79.4   percent  at  MCMST  to   132.3   percent   at  WMCUM. 

The  table  also  shows  how  the  six  units  compare  to  the  peer  units  if  the  increases  contained  in  the 
executive  budget  are  included.  The  table  assumes  no  increases  in  peer  institutions'  charges  in  fiscal  1995. 
As  shown,  nonresident  tuition  at  MSU  and  UM  would  increase  from  107.7  to  123.6  percent  at  MSU  and 
from    109.4   to    124.1   percent   at  UM. 
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Table  € 

Comparison  of  Montana  Tuition  to  Peers 
With  and  Without  Executive  Proposal 

Fiscal  1992  through  Fiscal  1994 

Resident  Actual  - 

—  Non 

■resident  Actual 

.... 

Non-resident 
With  Executive 

Unit 

Fiscal  1992  Fiscal  1993  Fiscal  1994* 

Fiscal  1992  Fiscal  1993  Fiscal  1994* 

Proposal 

MSU - UM 

Peer  Units 

$1,641 

$1,710 

$1,859 

$4,966 

$5,208 

$5,728 

$5,728 

MSU 

MSU  %  of  Peers 

$1,543 
94.0% 

$1,839 
107.5% 

$2,002 
107.7% 

$3,994 
80.4% 

$5,563 
106.8% 

$5,978 
104.4% 

$7,078 
123.6% 

UM 

UM%  of  Peers 

$1,582 
96.4% 

$1,892 
110.7% 

$2,033 
109.4% 

$4,033 
81.2% 

$5,616 
107.8% 

$6,009 
104.9% 

$7,109 
124.1% 

EMC 

Peer  Units 

$1,759 

$1,841 

$1,967 

$4,923 

$5,197 

$5,681 

$5,681 

EMC 

EMC  %  of  Peers 

$1,504 

85.5% 

$1,835 
99.7% 

$1,916 

97.4% 

$3,565 
72.4% 

$5,139 
98.9% 

$5,556 
97.8% 

$5,606 

98.7% 

NMC 

Peer  Units 

$1,599 

$1,674 

$1,783 

$4,534 

$4,797 

$5,332 

$5,332 

NMC 

NMC  %  of  Peers 

$1,440 
90.1% 

$1,732 
103.5% 

$1,802 
101.1% 

$3,501 

77.2% 

$5,036 
105.0% 

$5,442 
102.1% 

$5,492 
103.0% 

WMCUM 

Peer  Units 

$1,648 

$1,682 

$1,792 

$3,824 

$3,848 

$4,052 

$4,052 

WMCUM 
WMCUM  %  of  Peers 

$1,373 
83.3% 

$1,650 
98.1% 

$1,720 
96.0% 

$3,434 
89.8% 

$4,954 

128.7% 

$5,360 
132.3% 

$5,410 
133.5% 

MCMST 

Peer  Units 

$2,531 

$2,675 

$2,800 

$6,542 

$6,788 

$7,232 

$7,232 

MCMST 

MCMST  %  of  Peers 

$1,405 
55.5% 

$1,682 
62.9% 

$1,767 
63.1% 

$3,856 
58.9% 

$5,406 
79.6% 

$5,743 
79.4% 

$5,793 
80.1% 

♦Preliminary  peer  data  from  WICHE. 

MUS  Agency  Tables 


For  informational   purposes,   the   following   sections   provide   agency  level   tables   for   each   of  the   components 
of  the   MUS   in  the   1995   biennium. 
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Agency  Summary 


Budget  Item 


COMMISSIONER  OF  HIGHER  ED 


HB2 
Fiscal  1994 


Pay  Plan 
Fiscal  1994 


Total 
Fiscal  1994 


HB2 
Fiscal  1995 


Pay  Plan 
Fiscal  1995 


Total 
Fiscal  1995 


HB2 
95  Biennium 


Total 
95  Biennium 


FTE 

Personal  Services 

Operating  Expenses 

Equipment 

Local  Assistance 

Grants 

Benefits  and  Claims 

Transfers 

Debt  Service 

Total  Costs 

Fund  Sources 

General  Fund 
Federal  Revenue  Fund 
Proprietary  Fund 

Total  Funds 


84.95 

2,664,038 
3,893,008 

133,625 

4,307,022 

7,574,736 

16,508,430 

3,073,876 

216.995 

$38,371,730 


10,761,295 

9,490,665 

18.119.770 

$38,371,730 


0.00 

20,391 
0 
0 
0 
0 
0 
0 
0 


84.95 

2,684,429 
3,893,008 

133,625 

4,307,022 

7,574,736 

16,508,430 

3,073,876 

216.995 


87.95 

2,730,420 

4,030,293 

81,869 

4,277,132 

7,478,268 

18,324,357 

3,075,136 

111.483 


$20,391  $38,392,121  $40,108,958 


4,671 

14,400 

1.320 


10,765,966 

9,505,065 

18.121.090 


10,510,588 

9,606,290 

19.992.080 


0.00 

61,146 
0 
0 
0 
0 
0 
0 
0 


14,845 

42,412 

3,889 


87.95 

2,791,566 

4,030,293 

81,869 

4,277,132 

7,478,268 

18,324,357 

3,075,136 

111.483 


5,394,458 

7,923,301 

215,494 

8,584,154 

15,053,004 

34,832,787 

6,149,012 

328.478 


5,475 

7,923 

215 

8,584 

15,053 

34,832 

6,149 

328 


995 
,301 
494 
154 
,004 
787 
012 
478 


il,146     $40,170,104     $78,480,688     $78,562,225 


10,525,433 

9,648,702 

19,995,969 


21,271,883 
19,096,955 
38,111,850 


21,291,399 
19,153,767 

38,117,059 


$20,391  $38,392,121  $40,108,958 


$61.146  $40.170.104  $78.480.688  $78,562,225 


Agency  Description 

The  Commissioner  of  Higher  Education  is  the  chief  administrative  officer  of  the  Montana  University  System. 
Article  X,  Section  9  of  the  Montana  constitution  requires  that  the  Board  of  Regents  appoint  the 
commissioner  and  prescribe  his  powers  and  duties.  The  commissioner  and  agency  personnel  are  responsible 
for  providing  leadership,  technical  assistance,  and  staff  support  to  the  Board  of  Regents  and  postsecondary 
education  agencies  to  enable  coordination,  consistent  regulations  and  management,  evaluation  of  policies  and 
programs,  and  long-range  planning.  The  agency  provides  budgetary  planning  and  funds  distribution  for  the 
postsecondary  education  agencies  under  its  control,  as  well  as  administration  for  both  state  and  federal 
student   assistance   programs. 
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VOCATIONAL  TECHNICAL  CENTERS 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB  2 

95  Biennium 

Total 
95  Biennium 

Student  FTE 

Billings 
Butte 

Great  Falls 
Helena 
Missoula 

2,011,566 
1,699,818 
2,539,597 
2,644,044 
2.861.770 

10,090 
9,469 
13,113 
12,964 
14.677 

2,021,656 
1,709,287 
2,552,710 
2,657,008 
2,876,447 

1,997,410 
1,672,459 
2,519,502 
2,620,578 
2.842.446 

30,951 
29,396 
40,292 
40,224 
45.300 

2,028,361 
1,701,855 
2,559,794 
2,660,802 
2,887,746 

4,008,976 
3,372,277 
5,059,099 
5,264,622 
5,704,216 

4,050,017 
3,411,142 
5,112,504 
5,317,810 
5,764,193 

Total  Costs 

$11,756,795 

$60,313 

$11,817,108 

$11,652,395 

$186,163 

$11,838,558 

$23,409,190 

$23,655,666 

Fund  Sources 

General  Fund 
County  Millage 
Tuition  and  Fees 
Other 

8,138,072 

892,000 

2,688,816 

37,907 

36,183 
0 

24,130 
0 

8,174,255 

892,000 

2,712,946 

37,907 

8,017,672 

908,000 

2,688,816 

37.907 

115,090 

0 

71,073 

0 

8,132,762 

908,000 

2,759,889 

37,907 

16,155,744 

1,800,000 

5,377,632 

75,814 

16,307,017  ] 
1,800,000 
5,472,835 
75,814 

Total  Funds 

$11,756,795 

$60,313 

$11,817,108 

$11,652,395 

$186,163 

$11,838,558 

$23,409,190 

$23,655,666 

System  Description 


Montana's  five  postsecondary  vocational  technical  (vo-tech)  centers  in  Billings,  Butte,  Great  Falls,  Helena 
and  Missoula  collectively  serve  over  2000  students.  In  fiscal  1990,  total  costs  of  operating  the  centers  were 
assumed  by  the  state  of  Montana  under  the  direction  of  the  Board  of  Regents.  Staff  of  the  five  centers 
became  employees  of  the  state.  Prior  to  this  time,  staff  at  the  centers  were  employees  of  the  local  school 
districts. 

The  primary  role  of  vocational  technical  education  is  to  provide  individuals  preparing  to  enter,  advance, 
or  change  their  careers  with  vocational  and  technical  competencies  and  life  skills.  Training  is  offered  in 
a  variety  of  disciplines  in  the  major  areas  of  agriculture,  health  and  nursing,  office,  marketing,  home 
economics,  and  trade  and  technical.  The  centers  award  certificates  of  completion  and,  with  the  approval 
of  the   Board   of  Regents,   award  the  Associate   of  Applied   Science  degree  for   appropriate   programs. 


Montana   University   System 


E-21 


5199  00  00000 

SE 

Agency  Summary 

Budget  Item 

HB2 

Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 

Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 

95  Biennium 

FTE 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

MSU 

UM 

EMC 

NMC 

WMCUM 

MCMST 

55,406,937 
51,853,783 
16,347,008 
8,896,957 
5,267,232 
11.136.538 

267,229 
247,915 
78,309 
46,783 
29,093 
50.241 

55,674,166 
52,101,698 
16,425,317 
8,943,740 
5,296,325 
11.186.779 

55,514,318 
51,907,604 
16,341,724 
8,872,386 
5,246,470 
11.142.016 

827,400 
766,842 
242,741 
146,424 
90,472 
156.138 

56,341,718 
52,674,446 
16,584,465 
9,018,810 
5,336,942 
11.298,154 

110,921,255 
103,761,387 
32,688,732 
17,769,343 
10,513,702 
22.278.554 

112,015,884 
104,776,144 
33,009,782 
17,962,550 
10,633,267 
22.484.933 

Total  Costs 

$148,908,455 

$719,570 

$149,628,025 

$149,024,518 

$2,230,017 

$151,254,535 

$297,932,973 

$300,882,560 

Fund  Sources 

General  Fund 
Six  Mill  Levy 
Tuition 
Other  Revenue 

81,919,806 

12,518,000 

53,683,751 

786.898 

469,713 
0 

249,857 
0 

82,389,519 

12,518,000 

53,933,608 

786.898 

81,986,869 

12,567,000 

53,683,751 

786,898 

1,493,903 

0 

736,114 

0 

83,480,772 

12,567,000 

54,419,865 

786.898 

163,906,675 

25,085,000 

107,367,502 

1.573.796 

165,870,291 

25,085,000 

108,353,473 

1.573.796 

Total  Funds 

$148,908,455 

$719,570 

$149,628,025 

$149,024,518 

$2,230,017 

$151,254,535 

$297,932,973 

$300,882,560 

System  Description 


The  six  university  units  of  the  Montana  University  System  (MUS)  are  composed  of  Montana  State 
University  (MSU)  in  Bozeman,  the  University  of  Montana  (UM)  in  Missoula,  Eastern  Montana  College 
(EMC)  in  Billings,  Northern  Montana  College  (NMC)  in  Havre,  Western  Montana  College  of  the  University 
of  Montana  (WMCUM)  in  Dillon,  and  the  Montana  College  of  Mineral  Science  and  Technology  (MCMST) 
in  Butte.  The  system  serves  approximately  26,000  full-time  equivalent  (FTE)  students  annually.  The 
system  offers  certificates  and  associate,  baccalaureate,  masters',  and  doctorate  degrees  in  several  different 
fields,  including  agriculture,  architecture,  business  and  management,  communications,  education,  engineering 
and  engineering  technology,  foreign  languages,  health  services,  law,  letters,  life  sciences,  mathematics, 
philosophy  and  religion,  physical  science,  psychology,  public  affairs,  social  science,  and  visual  and  performing 
arts. 
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AGRICULTURAL  EXPERIMENT  STATION 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 

Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 

95  Biennium 

FTE 

252.00 

0.00 

252.00 

252.00 

0.00 

252.00 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

8,160,664 

1,620,657 

233,642 

2,528 

59,822 
0 
0 
0 

8,220,486 

1,620,657 

233,642 

2,528 

8,165,202 

1,654,890 

233,642 

2,804 

189,319 
0 
0 
0 

8,354,521 

1,654,890 

233,642 

2,804 

16,325,866 

3,275,547 

467,284 

5.332 

16,575,007 

3,275,547 

467,284 

5,332 

Total  Costs 

$10,017,491 

$59,822 

$10,077,313 

$10,056,538 

$189,319 

$10,245,857 

$20,074,029 

$20,323,170 

Fund  Sources 

General  Fund 
Current  Unrestricted 

7,226,947 
2.790.544 

55,821 
4,001 

7,282,768 
2.794.545 

7,263,780 
2.792.758 

177,539 
11.780 

7,441,319 
2.804.538 

14,490,727 
5.583.302 

14,724,087 
5.599.083 

Total  Funds 

$10,017,491 

$59,822 

$10,077,313 

$10,056,538 

$189,319 

$10,245,857 

$20,074,029 

$20,323,170 

Agency  Description 

The  Montana  Agricultural  Experiment  Station  (MAES)  was  established  at  Montana  State  University  by  the 
legislature  in  1893  under  Hatch  Act  authorization  enacted  by  the  U.S.  Congress.  Its  mission,  as  provided 
in  section  20-25-222,  MCA,  is  to  conduct  research  relating  to  agriculture,  natural  resources,  and  rural  life 
and  to  distribute  the  resulting  information  among  the  people  of  Montana.  The  MAES  is  the  agricultural 
research  component  of  the  land-grant  university's  three-part  mission  of  teaching,  research,  and  service.  The 
goal  of  the  MAES  is  to  enhance  the  social  and  economic  well-being  of  the  state,  national,  and  international 
communities  through  research  programs  addressing  problems  facing  crop  and  livestock  producers  and 
consumers   of  agricultural   products. 


5110  00  000O0 

EXT1 

Agency  Summary 

Budget  Item 

HB  2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 

95  Biennium 

FTE 

117.67 

0.00 

117.67 

117.67 

0.00 

117.67 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

4,404,077 

501,953 

38,400 

3,341 

28,447 
0 
0 
0 

4,432,524 

501,953 

38,400 

3,341 

4,404,795 

507,354 

38,400 

0 

90,476 
0 
0 
0 

4,495,271 

507,354 

38,400 

0 

8,808,872 

1,009,307 

76,800 

3,341 

8,927,795 

1,009,307 

76,800 

3,341 

Total  Costs 

$4,947,771 

$28,447 

$4,976,218 

$4,950,549 

$90,476 

$5,041,025 

$9,898,320 

$10,017,243 

Fund  Sources 

General  Fund 
Current  Unrestricted 

2,786,119 
2.161.652 

28,447 
0 

2,814,566 
2.161.652 

2,788,897 
2,161.652 

90,476 
0 

2,879,373 
2.161.652 

5,575,016 
4.323.304 

5,693,939 
4.323.304 

Total  Funds 

$4,947,771 

$28,447 

$4,976,218 

$4,950,549 

$90,476 

$5,041,025 

9.898,320 

$10,017,243 

Agency  Description 


The  Montana  Cooperative  Extension  Service  (CES)  was  established  in  1914  as  a  result  of  the  federal 
Smith-Lever  Act.  The  CES  is  dedicated  to  disseminating  and  encouraging  practical  use  of  research  about 
agricultural  production  and  marketing,  human  resource  development,  and  home  economics.  The  CES  serves 
53    of   the    56    counties    through    49    county    extension    offices.       Two    additional    counties    (Petroleum    and 
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Wheatland)  contract  for  some  services  with  neighboring  counties.  (Meagher  County  currently  has  no 
services).  The  CES  has  four  area  offices,  with  its  main  operations  housed  in  Bozeman  on  the  Montana 
State  University  (MSU)  campus.  Background  materials  for  the  CES  educational  efforts  are  developed:  1) 
by  the  Extension  Service,  the  Agricultural  Experiment  Station  and  other  MSU  faculty;  and  2)  from  research 
information  available  through  faculty  from  other  public  and  private  universities  and  colleges,  researchers 
and  other  state  and  federal   agency  personnel,   and   researchers   in  the  private   sector. 


511100  00000 

FORESTRY  &  CONSERVATION  EXPERIMENT  STATION 

Agency  Summary- 

Budget  Item 

HB2 

Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 

95  Biennium 

FTE 

15.03 

0.00 

15.03 

15.03 

0.00 

15.03 

Personal  Services 
Operating  Expenses 
Equipment 

576,616 

119,646 

6,500 

3,588 
0 
0 

580,204 

119,646 

6,500 

575,307 

120,975 

6,500 

11,411 
0 
Q 

586,718 

120,975 

6,500 

1,151,923 

240,621 

13,000 

1,166,922 

240,621 

13.000 

Total  Costs 

$702,762 

$3,588 

$706,350 

$702,782 

$11,411 

$706,350 

$1,405,544 

$1,420,543 

'  Fund  Sources 

General  Fund 
Current  Unrestricted 

702,762 
0 

3,588 
0 

706,350 
0 

702,782 
0 

11,411 
0 

714,193 
0 

1,405,544 
0 

1,420,543 
0 

Total  Funds 

$702,762 

$3,588 

$706,350 

$702,782 

$11,411 

$714,193 

$1,405,544 

$1,420,543 

Agency  Description 

The  Montana  Forest  and  Conservation  Experiment  Station  (FCES)  was  established  by  the  legislature  in 
1937  as  a  non-profit  organization  devoted  to  the  scientific  investigation  of  natural  resource  problems.  The 
station  serves  as  the  research  unit  of  the  University  of  Montana  School  of  Forestry  with  the  Dean  of  the 
School  of  Forestry  functioning  as  the  station  director.  The  FCES's  purposes  include  the  study  of 
relationships  between  forests  and  other  dimensions  of  the  environment,  the  discovery  of  ways  to  improve 
the  products  of  forest  lands,  and  the  completion  and  publication  of  reports  about  forestry  research.  Research 
is  carried  on  at  Lubrecht  Experimental  Forest  and  at  other  locations  in  Montana  in  cooperation  with 
private,   state,   and  federal   agencies. 
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BUREAU  OF  MINES 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 

95  Biennium 

FTE 

37.56 

0.00 

37.56 

37.56 

0.00 

37.56 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

1,346,176 

500,039 

153,000 

14.147 

6,017 
0 
0 
0 

1,352,193 

500,039 

153,000 

14.147 

1,347,459 

581,956 

57,980 

14.147 

19,136 
0 
0 
0 

1,366,595 

581,956 

57,980 

14.147 

2,693,635 

1,081,995 

210,980 

28.294 

2,718,788 

1,081,995 

210,980 

28,294 

Total  Costs 

$2,013,362 

$6,017 

$2,019,379 

$2,001,542 

$19,136 

$2,020,678 

$4,014,904 

$4,040,057 

Fund  Sources 

General  Fund 
State  Special 
Current  Unrestricted 

1,303,362 

666,000 

44.000 

6,017 
0 

1,309,379 

666,000 

44.000 

1,291,542 
666,000 
.44.000 

19,136 
0 

1,310,678 

666,000 

44.000 

2,594,904 
1,332,000 

88.000 

2,620,057 
1,332,000 

88,000 

Total  Funds 

$2,013,362 

$6,017 

$2,019,379 

$2,001,542 

$19,136 

$2,020,678 

$4,014,904 

$4,040,057 

Agency  Description 

The  Bureau  of  Mines  and  Geology  is  a  public  service  and  research  agency  at  the  Montana  College  of 
Mineral  Science  and  Technology  in  Butte.  The  bureau  is  charged  with  promoting  the  effective  use  of 
mineral  resources  through  investigation  of  their  geology,  production,  treatment,  and  economics.  It 
disseminates  information  through  publications  and  replies  to  individual  inquiries.  The  bureau's  work 
includes  field  and  laboratory  study,  collection  of  samples  and  information,  interpretation  of  data,  and 
compilation  of  statistics  on  all  mineral  resources-metallic  and  non-metallic  minerals,  fuels,  and  groundwater. 
Projects  are  undertaken  in  cooperation  with  the  U.S.  Geological  Survey,  the  U.S.  Bureau  of  Mines,  and 
other  agencies. 
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FIRI 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Bienmum 

Total 
95  Biennium 

FTE 

5.44 

0.00 

5.44 

5.44 

0.00 

5.44 

Personal  Services 
Operating  Expenses 
Equipment 

202,930 
27,536 
21.000 

1,306 
0 
0 

204,236 
27,536 
21.000 

203,321 

25,732 

1,800 

4,152 
0 
0 

207,473 

25,732 

1,800 

406,251 
53,268 
22.800 

411,709'' 
53,268 
22.800 

Total  Costs 

$251,466 

$1,306 

$252,772 

$230,853 

$4,152 

$252,772 

$482,319 

$487,777  !j 

Fund  Sources 

General  Fund 
Current  Unrestricted 

251,466 
0 

1,306 
0 

252,772 
0 

230,853 
0 

4,152 
0 

235,005 
0 

482,319 
0 

487,777 
0 

Total  Funds 

$251,466 

$1,306 

$252,772 

$230,853 

$4,152 

$235,005 

$482,319 

$487,777 

Agency  Description 


As  authorized  in  section  20-31-102,  MCA,  the  Fire  Services  Training  School  (FSTS)  exists  to  organize, 
supervise,  and  coordinate  training  and  education  for  fire  service  personnel  in  the  state  in  accordance  with 
local  needs  and  the  standards  established  by  the  Board  of  Regents.  The  Fire  Services  Training  School, 
which  is  located  in  Great  Falls  at  the  vocational-technical  center,  administers  and  maintains  a  resource 
center  for  use  by  localities;  provides  regional,  local,  and  state-wide  training  programs  for  fire  services 
personnel;  develops  courses  and  training  materials;  maintains  a  network  of  unsalaried  field  instructors;  and 
offers  a  fire  service  professional  certification  program.  The  school  is  attached  to  the  Cooperative  Extension 
Service  for  administrative   purposes. 
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MONTANA  COUNCIL  ON  VOCATIONAL,  EDUCATION 

Agency  Summary 

Budget  Item 

HB2 
Fiscal  1994 

Pay  Plan 
Fiscal  1994 

Total 
Fiscal  1994 

HB2 
Fiscal  1995 

Pay  Plan 
Fiscal  1995 

Total 
Fiscal  1995 

HB2 

95  Biennium 

Total 

95  Biennium 

FTE 

2.50 

0.00 

2.50 

2.50 

0.00 

2.50 

Personal  Services 
Operating  Expenses 
Equipment 

93,483 

70,644 

1.130 

731 

0 
0 

94,214 

70,644 

1,130 

93,579 

68,039 

4,163 

2,109 
0 
0 

95,688 

68,039 

4,163 

187,062 

138,683 

5,293 

189,902 

138,683 

5,293 

Total  Costs 

$165,257 

$731 

$165,988 

$165,781 

$2,109 

$167,890 

$331,038 

$333,878 

Fund  Sources 

Federal  Revenue  Fund 

165.257 

731 

165.988 

165.781 

2,109 

167.890 

331.038 

333,878 

Total  Funds 

$165,257 

$731 

$165,988 

$165,781 

$2,109 

$167,890 

$331,038 

$333,878 

Agency  Description 

The  Montana  State  Council  on  Vocational  Education  was  created  in  1985  to  comply  with  the  Carl  D. 
Perkins  Vocational  Education  Act  of  1984.  The  purposes  of  the  thirteen-member  council  are  to:  1)  analyze 
and  evaluate  the  vocational  education  program  delivery  system  assisted  under  the  Perkins  Act  and  under 
the  Job  Training  Partnership  Act;  and  2)  report  to  and  advise  the  Governor,  State  Board  of  Regents  of 
Higher  Education,  Department  of  Education,  business  community,  and  general  public  on  how  well  the  state's 
needs  for  vocational  education   are   being  met. 


Montana  Council  on  Vocational  Education 

Executive  Budget  Proposal 

Description                                                          Pg 

General 
Fund 

Fiscal  1994  - — 
Other 
Funds 

Total 
Funds 

General 
Fund 

Fiscal  1995 

Other 
Funds 

Total 
Funds 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$0 
$0 

NA 

$165,257 

$165,257 

0.00% 

$165,257 

$165,257 

0.00% 

$0 
$0 

NA 

$165,781 
$165,781 

0.00% 

$165,781 
$165,781 

0.00% 

House  Bill  2 

House  Bill  2  Sub-Total 

$0 

$0 

$0 

$0 

$0 

$0 

Other  Appropriation  Bills 
Total  Expenditure  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Revenue/Fund  Balance  Proposals 

Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

Net  Impact 

$0 

$0 

$0 

$0 

$0 

$0 

The   executive   did   not  recommend   any  budget   changes   for  this   agency. 
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1)  Fixed  Costs  -  The  Executive  Budget  includes  proposals  for:  1)  allocating  costs  of  services  provided  by 
OBPP  and  the  Accounting  and  Personnel  Divisions  of  the  Department  of  Administration;  and  2)  decreasing 
the  rates  charged  for  capitol  complex  rent  and  ISD  computer  processing.  If  adopted,  the  allocation 
adjustments   may   affect   the   budget   for   this   agency. 
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Agency  Description 


In  1963,  the  legislature  enacted  the  Long  Range  Building  program  (LRBP)  to  provide  funding  for 
construction,  alteration,  repair,  and  maintenance  of  state-owned  buildings  and  grounds.  The  program  was 
developed  in  order  to  present  a  single,  comprehensive,  and  prioritized  plan  for  allocating  the  state's 
resources  for  the  purpose  of  capital  construction  and  repair  of  state-owned  facilities.  Sections  17-7-201 
through    17-7-204   and   18-2-101   through    18-2-105,   MCA,   describe   the   program. 


Long  Range  Planning 

Executive  Budget  Proposal 

Description                                                      Pg 

Fiscal  19 
Other 
Funds 

95 

General 
Fund 

Other 
Funds 

Total 

Funds 

General 
Fund 

Total 
Funds 

House  Bill  2  Authority  Before  Proposal 
House  Bill  2  Authority  After  Proposal 
House  Bill  2  Percent  Change 

$0 
$0 

NA 

$0 
$0 

NA 

$0 
$0 

NA 

$0 
$0 

NA 

$0 
$0 

NA 

$0 
$0 

NA 

House  Bill  2 

House  Bill  2  Sub-Total 

$0 

$0 

$0 

$0 

$0 

$0 

Other  Appropriation  Bills 

1  HB  5-General  Fund  Reduction 

2  HB  5-Reduce  Fire  Safety  Systems 

3  HB  5-Remodel  State  Fund  Building 

4  HB  5-Deferred  Maintenance  Projects 

Total  Expenditure  Impact 

(2,600,000) 
($2,600,000) 

2,600,000 

(110,000) 

111,000 

7,510,000 

$10,111,000 

(110,000) 

111,000 

7,510,000 

$7,511,000 

$0 

$0 

$0 

Revenue/Fund  Balance  Proposals 

5  Reduce  Bonding  at  Prison 
Total  Revenue/Fund  Balance  Impact 

$0 

$0 

$0 

192,000 
$192,000 

$0 

192,000 
$192,000 

Net  Impact 

($2,600,000) 

$10,111,000 

$7,511,000 

($192,000) 

$0 

($192,000 

1)  HB  5-General  Fund  Reduction  -  House  Bill  46  enacted  during  the  1993  session  diverted  two-cents  of 
the  cigarette  tax  from  the  capital  projects  fund  to  an  account  to  be  used  for  maintenance  and  operation 
of  veterans'  homes.  This  revenue  loss  of  $2.6  million  was  replaced  by  the  legislature  with  general  fund 
for  the  1995  biennium  in  House  Bill  5.  The  executive  proposal  is  to  delete  the  general  fund  appropriation 
and  replace  it  with  coal  tax  revenues  beginning  in  fiscal  1994  (see  State  Building  Maintenance  Fund 
discussion  below).  The  projects  in  House  Bill  5  are  prioritized  in  the  event  the  general  fund  appropriation 
is  deleted  and  not  replaced  with  the  coal  severance  tax.  This  prioritization  was  done  when  the  two-cent 
cigarette  tax  was  removed  from  the  capital  projects  fund  and  it  was  anticipated  that  the  projects  would 
have   to   be   reduced   by   $2.6   million. 

2)  Reduce  Fire  Safety  Systems  -  The  Department  of  Family  Services  (DFS)  was  appropriated  $627,000  to 
up-grade  the  fire  alarm  systems  at  Mountain  View  and  Pine  Hills  schools.  The  executive  proposal  is  to 
reduce  these  projects  to  $517,000  due  to  downsizing  the  facilities.      DFS  staff  stated  it  is  the  department's 
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plan  to  move  some  of  the  students  to  community  programs  and  reduce  the  in-house  populations  at  both 
schools. 

3)  Remodel  State  Fund  Building  -  The  State  Fund's  FTE  have  increased  by  a  net  of  31.85  through 
legislative  and  board  actions.  The  executive  proposal  is  to  utilize  $111,000  of  proprietary  fund  authority 
to  remodel  the  basement  of  the   State  Fund  building  to  make   office   space  for  the   additional   staff. 

4)  Deferred  Maintenance  Building  Projects  -  The  Executive  Budget  is  proposing  to  add  $7.5  million  of  new 
building  projects  to  address  the  need  for  statewide  building  maintenance.  These  projects  would  be  funded 
by  coal  severance  tax  and  contingent  upon  the  approval  of  the  executive  proposal  to  repeal  the  clean  coal 
tax  legislation  passed  during  the  1991  and  1993  sessions,  utilizing  $5  million  per  fiscal  year  for  the 
proposed  building  maintenance  projects  (see  State  Building  Maintenance  Fund  discussion).  The  projects  are 
listed   in   Table    1   in   priority  order. 


Table  1 

Priority  Recommendations  for  Coal  Severance  Tax  Funding 

1995  Biennium 

No. 

Project  and  Agency 

Amount 

1. 

Repair  and  Improve  Heating  and  Ventilation  System,  STARC  Armory 

$184,800 

2. 

Infirmary  Upgrade,  Montana  State  Prison 

350,000 

3. 

Floor  Repairs,  Dept.  of  Corrections  &  Human  Services 

145,400 

Center  for  the  Aged 

65,400 

Montana  Developmental  Center 

80,000 

4. 

Replace  Office  of  Public  Instruction  Rooftop  HVAC  Units,  D  of  A 

130,000 

5. 

Kitchen  Upgrades  Statewide,  Dept.  of  Military  Affairs 

136,500 

6. 

Roof  Replacement  for  Bldgs  102  &  104,  Montana  Developmental  Center 

250,000 

7. 

Roof  Replacement,  Capitol  Complex,  Dept.  of  Administration 

219,500 

Commerce  Building 

57,000 

Scott  Hart  Building 

50,000 

Cogswell  Building 

112,500 

8. 

Central  Heating  Plant  Improvements,  Montana  State  University 

855,000 

9. 

Structural  Repairs  Brockman  Center,  Northern  Montana  College 

300,000 

10. 

Limestone  Repair  on  Vet's  Pioneer  (Historical  Society)  Building 

218,000 

11. 

Replace  Water  Main/Repair  Boiler  &  Heating  System,  Swan  River  Boot  Camp,  DCHS 

186,250 

(Requested  at  $306,250) 

12. 

Steam  &  Condensate  Tunnel,  Montana  State  University 
(Requested  at  $2,368,000) 

1,000,000 

13. 

Replace  Plains  Unit  Office  Fire  Dispatch  Center,  Dept.  of  State  Lands 
(Deleted  in  January  1992  Special  Session) 

270,000 

14. 

Replace  Windows,  Cowan  Hall,  Northern  Montana  College 

300,000 

15. 

Receiving  Hospital  Window  Replacement,  Montana  State  Hospital,  DCHS 

175,000 

16. 

Capitol  Complex  Improvement  Projects,  Dept.  of  Administration 

2,000,000 

17. 

Fire  Code  Compliance,  Eastern  Montana  College 

365,000 

18. 

Repair  Projects,  Dept.  of  State  Lands 

100,000 

19. 

Paving  Projects,  Dept.  of  Corrections  and  Human  Services 

324,550 

TOTAL  RECOMMENDED 

$7,510,000 

State   Building  Maintenance  Fund   -   Chapter   722,   Laws  of  1991,   established  the  clean   coal  technology 
fund   of  which   the   state   could   invest   $5   million   a  fiscal   year  for   approved   clean   coal   technology  projects. 
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Chapter  515,  Laws  of  1993,  authorized  the  Department  of  Natural  Resources  and  Conservation  (DNRC)  to 
loan  funds  to  MHD  Development  Corporation  anticipating  MHD  would  be  selected  by  the  federal 
Department  of  Energy  for  the  project.  In  May,  1993  Montana  was  notified  that  MHD  Development 
Corporation   would   not   receive   the   federal   funding. 

The  executive  is  proposing  legislation  to  repeal  the  laws  relating  to  clean  coal  technology  and  establish 
a  building  maintenance  fund  using  $5  million  of  coal  severance  tax  each  year  for  the  next  seven  years 
beginning  in  fiscal  1994.  This  fund  will  be  used  to  provide  statewide  building  maintenance.  Since  the 
executive  proposal  is  to  appropriate  the  coal  severance  tax  revenue  which  would  otherwise  go  to  the 
permanent  trust  fund,  it  will  require  a  three-fourths  vote  by  both  houses  of  the  legislature  for  approval. 
This   requirement  is  in  Article   LX,   Section  5,   of  the   Montana   Constitution  which   states: 

Section  5.  Severance  tax  on  coal-  trust  fund-  The  legislature  shall  dedicate  not  less  than  one-fourth  (1/4)  of  the  coal  tax 
to  a  trust  fund,  the  interest  and  income  from  which  may  be  appropriated.  The  principal  of  the  trust  shall  forever 
remain  inviolate  unless  appropriated  by  vote  of  three-fourths  (3/4)  of  the  members  of  each  house  of  the 
legislature.     After  December  31,   1979,  at  least  fifty  percent  (50%)  of  the  severance  tax  shall  be  dedicated  to  the  trust  fund. 

If  this  diversion  of  coal  tax  is  approved  by  the  necessary  three-fourths  vote  of  both  houses  of  the 
legislature,  it  will  be  the  first  time  that  coal  tax  revenues  going  to  the  permanent  trust  have  been 
appropriated. 

5)  Reduce  Bonding  at  Prison  -  Although  the  Executive  Budget  does  not  specify  that  there  be  a  change 
in  the  bonding  authority  for  the  prison,  there  is  a  general  fund  savings  of  $192,000  shown  on  page  S9 
for  debt  service  costs.  This  savings  is  based  on  issuing  $2  million  less  bonds  than  the  $6.7  million  bond 
authority  approved  by  the  1993  Legislature.  The  executive  proposal  states  the  savings  is  contingent  upon 
the  passage  of  three   pieces  of  legislation: 

1)  authorizing  a  statutory  appropriation  of  funds  in  the  prison  industries  and  prison  ranch  accounts 
which  could  be  used  to  fund  capital  projects.  This  statutory  appropriation  would  only  be  for  funds 
not  specifically   appropriated  by  the  legislature  in  other  appropriation  bills. 

2)  allowing  inmate  labor  to  be  used  in   constructing  the   dairy  dorm. 

3)  waiving  the  public  bidding  and  bonding  requirement  for  the  new  prison  fence  to  allow  prison 
maintenance   staff  to   do  the  construction  work. 

Other  Issues 

Although  the  Executive  Budget  does  not  propose  to  decrease  the  prison  bonding  appropriation  the 
Legislature   may  choose  to  reduce   the   bonding  authority  by   $2   million. 

Increased  Debt  Service  for  New  Bonding  -  During  the  1993  Legislative  Session  the  House  of  Representatives 
added  language  in  House  Bill  5  to  delay  new  bonding  projects  approved  by  the  1991  Legislature  until  the 
1997  biennium  because  of  budget  constraints.  When  the  bill  was  in  the  Senate  the  language  to  delay 
the  bonding  projects  was  removed  and  was  replaced  with  the  following  language,  which  was  intended  to 
allow  the  projects  to  be  built  but  not  to  cause  increased  debt  services  cost  to  the  general  fund  during  the 
1995   biennium. 

(3)  The  department  of  administration  and  the  board  of  examiners  shall  issue  bonds  for  the  projects  in  subsection  (1)  in  a 
manner  that  is  consistent  with  prudent  debt  management  principles,  that  schedules  the  payment  of  principal  and  interest 
to  minimize  the  aggregate  amount  of  debt  service  payable  from  the  general  fund  on  all  general  obligation  bonds  during  the 
biennium  ending  June  30,  1995,  and  that  takes  into  consideration  interest  earnings  on  the  proceeds  of  the  bonds.  The  board 
of  examiners   may   defer   the   payment  of  principal   and   interest  on   the   bonds. 
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This  legislative  intent  is  also  reflected  in  the  fund  balance  projection  used  during  the  1993  session.  House 
Resolution  2  established  the  deficit  at  $215  million  which  included  $4  million  of  additional  debt  service 
costs  for  the  bonding  of  the  new  building  projects  approved  in  the  1991  session.  The  final  fund  balance 
projections  used  by  the  legislature  in  balancing  the  general  fund  shows  the  elimination  of  the  $4  million 
debt   service   costs,   reflecting  the   inclusion   of  the   language   in   House   Bill   5. 


Table  2  shows  the  approved 
new  bonding  for  the  1995 
biennium  and  the  proposed 
bond  issuance  time  frame.  In 
September  1993  the  Board  of 
Examiners  issued  $3.2  million 
in  new  bonds  as  shown  in 
the       first       column.  The 

Department  of  Administration 
anticipates  issuing  $37.6 
million  in  January  or 
February,  1994,  with  the 
remaining  $11.1  million  issued 
in  Fiscal   1995. 

Table  3  shows  the  debt 
service  costs  to  the  general 
fund  as  of  June  30,  1993,  the 
cost  of  the  September  1993 
issue,  and  the  Department  of 
Administration's  projected  cost  for 
costs  reflect  the  bonds  being  sold 


Table  2 

New  Bond  Issues 

Sept.  1993 

Jan. 1994 

FY  1995 

Bonds 

Bonds 

Bonds 

Butte  Vo-Tech 

$1,949,531 

Women's  Correction  Center 

264,893 

Excess  LRBP  Funds 

7,790 

Libby  Armory 

$400,000 

Major  Prison  Expansion 

962,786 

5,760,000 

Women's  Correction  Facility 

$10,075,600 

MSU  Engineering/Science  Building 

18,401,510 

UM  Business/Administration  Bldg. 

13,022,975 

MT  State  Hospital  Improvements 
Totals 

1,000,000 

$11,075,600 

$3,185,000 

$37,584,485 

the   bonds   to   be   issued   in   January   or   February    1994.      The   projected 
at  a  level  debt  service  cost  with  no  deferral  of  principal  and/or  interest. 


Table  3 

Debt  Service  With  New  Bonding 

Total 

Total 

New 

Total 

Debt  Service 

Sept.  1993 

Debt  Service 

Jan. 1994 

Debt  Service 

07/01/93 

Bond  Issue 

11/01/93 

Bond  Issue 

95  Biennium 

1994 

$9,211,523 

$42,099 

$9,253,622 

$0 

$9,253,622 

1995 

10,822,522 

447,188 

11,269,710 

3,805,608 

15,075,318 

1996 

10,651,135 

443,194 

11,094,329 

4,518,038 

15,612,367 

1997 

3,087,936 

443,125 

3,531,061 

4,516,082 

8,047,143 

1998 

(119,628) 

446,695 

327,067 

4,520,722 

4,847,789 

1999 

(85,626) 

448,660 

363,034 

4,526,251 

4,889,285 

2000 

(58,852) 

301,980 

243,128 

4,522,052 

4,765,180 

2001 

(75.127) 

306,930 

231,803 

4,513,729 

4,745,532 

2002 

(228,728) 

305,992 

77,264 

4,517,177 

4,594,441 

2003 

(219,684) 

309,263 

89,579 

4,521,499 

4,611,078 

2004 

(218,753) 

316,587 

97,834 

4,520,957 

4,618,791 

2005 

(210,772) 

0 

(210,772) 

4,520,019 

4,309,247 

2006 

(215,129) 

0 

(215,129) 

4,512,774 

4,297,645 

2007 

(223,459) 

0 

(223,459) 

4,518,649 

4,295,190 

2008 

(220,944) 

0 

(220,944) 

4,521,164 

4,300,220 

2009 

(224,894) 

0 

(224,894) 

4,519,289 

4,294,395 

2010 

(64.159) 

0 

(64,159) 

944.150 

879.991 

$31,607,361 

$3,811,713 

$35,419,074 

$68,018,160 

$103,437,234 
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Note  that  in  Table  2  the  September  1993  bond  issue  included  $962,786  of  new  bonds  for  the  prison 
improvements  with  debt  service  costs  to  the  general  fund  being  approximately  $150,000  in  the  1995 
biennium.  Also  the  Executive  Budget's  General  Fund  Balance  Summary  (page  S7)  shows  the  fiscal  1995 
debt  service  increasing  by  $4.2  million  over  debt  service  costs  prior  to  the  September,  1993,  bond  issue. 
Neither  the  new  prison  bonding  debt  service  costs  nor  the  increased  debt  service  costs  of  $4.2  million 
shown  in   the   Executive   Budget  comply  with  the   legislative  intent  of  above  language   in   House   Bill   5. 
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